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ADMINISTRATION AND OPERATION OF CUSTOMS 
AND TARIFF LAWS AND THE TRADE AGREEMENTS 
PROGRAM 


MONDAY, SEPTEMBER 24, 1956 


House or REPRESENTATIVES, 
SuBCOMMITTEE ON Customs, TarIFrFs, 
AND RecrprocaL Trape AGREEMENTS OF 
THE CoMMITTEE ON Ways AND MEANs, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to recess, in the com- 
mittee room of the House Committee on wade and Means, Hon. Hale 
Boggs (chairman of the subcommittee) presiding. 

Mr. Harrison (acting chairman). The subcommittee will come to 
order. 

The first witness is Prof. Max F. Millikan, of the Massachusetts 
Institute of Technology. Is Professor Millikan here? 

Mr. Mui1Kan. Yes, sir. 

Mr. Harrison. Professor Millikan is director of the center for 
international studies and professor of economics at the Massachusetts 
Institute of Technology. His outstanding career in academic work 
and the Government service makes him particularly qualified to speak 
to us today on the Soviet economic campaign toward the free world. 

Professor, we are very happy to have you here this morning. Do 
you have a prepared statement ? 


STATEMENT OF MAX F. MILLIKAN, PROFESSOR OF ECONOMICS, 
AND DIRECTOR OF THE CENTER FOR INTERNATIONAL STUDIES, 
MASSACHUSETTS INSTITUTE OF TECHNOLOGY 


Mr. Mitiran. Yes, sir, Mr. Chairman. 

Mr. Harrison. You may proceed. 

Mr. Miturgan. My name is Max F. Millikan. I am professor of 
economics at the Massachusetts Institute of Technology and director 
of the center for international studies at that institution. I have been 
asked to give testimony to this committee on the subject of the Soviet 
economic campaign toward the free world. I should, perhaps, say a 
word about my limited qualifications for discussing this subject: 

I have during the past 5 years been responsible for directing 
research work both at MIT and elsewhere on the Soviet economy, 
though I have not myself done enough scholarly research to quali 
as a real expert in this field. I and my colleagues at the center have 
carried out projects on the nature of the political and social systems 
of the Soviet Union and Communist China, particularly as they bear 
on problems of United States foreign policy. For the past 3 years the 
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center has been engaged in a substantial project of research on the 
problems of economic and political development in a number of the 
so-called underdeveloped areas of the world, particularly in Asia and 
southern Europe. I am relatively ignorant on the special problems of 
Latin America, the Middle East, and Africa, and my knowledge of the 
economies of the countries of Western Europe is limited. I think my 
testimony will be more valuable to you if I state my views plainly, 
with as few qualifying remarks as possible, but you should bear these 
limitations in mind in evaluating what I say. 

There has been much discussion in the press recently about the 
dangers to the free world of the so-called new Soviet economic cam- 
paign directed mainly at the underdeveloped areas. The Soviet 

Jnion, the European satellites, and Communist China have all been 
busy during the past 2 or 3 years extending credits to the countries of 
Asia, the Middle East, and Latin America, supplying technical assis- 
tance in various forms, negotiating trade agreements, selling arms, and 
buying up embarrassing surpluses of agricultural commodities. These 
activities, which have been extremely well publicized, have created an 
almost panicky sense of apprehension in some free world circles. 

While the volume of credits actually extended by the Soviet bloc 
to the underdeveloped countries does not yet approach that made avail- 
able by the United States and Western Europe, and although the trade 
of these countries with the bloc is in most cases still a very small frac- 
tion of their total trade, this nevertheless represents a sharp change 
in Communist policy, and Soviet and satellite emissaries have been 
on the road dropping hints that much bigger things are to come. Bloc 
efforts to expand trade relations with Western Europe and Japan have 
been going on since the war and are less in the news but deserve con- 
tinuing attention and analysis. 

It is difficult to arrive at a balanced appraisal of the threats to free 
world interests inherent in this campaign. In one sense I believe its 
dangers have been exaggerated and in another sense underestimated. 
As I shall try to explain later, I believe this campaign was undertaken 
primarily to exploit certain weaknesses in western policy. So long as 
those weaknesses continue, I believe the Soviet bloc can continue to 
exploit them effectively. 

I believe, however, that it lies within our power to remove many of 
the political advantages to the Soviet Union in the course they are 
now pursuing, and that if we take the necessary initiatives we need 
not be unduly worried by continued Soviet offers of trade, credit, and 
technical assistance. 

To support this view, I should like first to review briefly Soviet 
economic policy toward nonbloc countries since the war and to exam- 
ine Soviet capabilities to continue their present program. I should 
like them to speculate a bit as to why they have undertaken it, and 
what opportunities and risks they may see in their present course. 
Third, I shall examine briefly the attitudes of the underdeveloped 
countries toward economic relations with the Soviet bloc and with the 
West and make some guesses about their future behavior. 

Finally, I would like to make some comments on the nature of the 
dangers posed for us by the Soviet economic campaign and the kinds 
of steps we might take to minimize those dangers. 

Before the Russian revolution the pattern of trade of Russia and 
the Eastern European countries was typically that of underdeveloped 
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countries. What is now the Soviet bloc was then an agricultural 
surplus area which shipped a substantial volume of wheat, timber, 
other agricultural products, and some minerals west in exchange for 
manufactured goods. During the twenties and thirties the principal 
aims of Soviet economic policy were industrialization and the achieve- 
ment of economic self-sufficiency. These goals were directly related 
to Stalin’s purpose of making the Soviet Union a major military power. 

The prerevolutionary pattern of exports continued, as these were 
the commodities the young Soviet nation had available to sell abroad 
to secure the foreign exchange it needed to buy the wherewithal for 
industrialization. 

By the end of World War II two things had happened: On the one 
hand, industrialization had proceeded so far that the Soviet Union 
had become capable of producing most of its own heavy as well as 
light equipment and most of the raw materials, including petroleum, 
iron ore, coal, and nonferrous metals required to support its own vastly 
expanded industrial output. It was still a convenience to buy abroad 
a portion of Soviet requirements for certain very special types of 
things like electronic equipment and certain machine tools, and a few 
critical materials like rubber and copper, but for all practical pur- 
poses Russia had achieved a virtually self-sufficient industrial econ- 
omy. 

On the other hand, the Soviet policies toward agriculture had failed 
to expand agricultural output sufficiently to keep pace with the rapidly 
growing Soviet population, and the traditional Russian agricultural 
surpluses dwindled and finally disappeared. 

Thus between 1920 and 1948 Russia shifted from a primarily agri- 
cultural economy complementary to the industrial economies of West- 
ern Europe to an industrial economy capable of competing with 
western industry but hovering on the verge of serious deficits in both 
foods and fibers. 

Under ordinary circumstances this would have led to a shift in the 
pattern of trade between Russia and Western Europe but not neces- 
sarily to a decline. The industrialized nations of the West continue 
to have more trade with each other than each of them has with so- 
called complementary raw-material-producing regions. 

This is true because as incomes expand in a country undergoing 
industrialization, the pattern of wants and the purchasing power to 
satisfy those wants expand greatly. A vast majority of previously 
nonexistent consumer goods begins to flow in international trade, 
more than compensating for the reduced flow of items in the earlier 
trade pattern. 

Russian economic development had one characteristic, however, 
which prevented the normal expansion of trade in industrial goods 
from occurring. The Soviet regime systematically prevented the 
remarkable increases in productivity of its economy from being passed 
on to Russian consumers in the form of higher incomes. Each year’s 
increase in output was systematically plowed partly into the produc- 
tion of military equipment and partly back into still more investment 
in heavy industry. Thus an expansion in Russian demand for western 
manufactured consumer goods was not permitted to develop and, cor- 
respondingly, Soviet industry did not diversify sufficiently to produce 
the industrial consumer goods Western Europe might have bought. 
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Thus in the 5 or 6 years following World War II there was nothing 
like as great an increase in trade between Europe and the Soviet bloc 
as one might have expected to occur between groups of industrialized 
nations. 

The low volume of trade was partly a result of continued Soviet 
striving for autarchy, to be sure, but more basic than that was the fact 
that the structure of the Soviet economy had shifted by 1948 so that it 
had in fact very few exports to offer which would be attractive to the 
Western European countries. Western trade controls undoubtedly 
also had some effect in restricting trade in particular strategic items, 
but it is my own conviction that if there had been no trade controls 
during this period the overall level of trade between the bloc and West- 
ern Europe and Japan would have been very little higher than it actu- 
ally was. 

in this situation it would be my guess that Soviet statements of 
their trade policy from 1946 to 1953 were dictated more by political 
and military than by economic considerations. The basic limitations 
facing western businessmen in their attempts to find markets and 
sources in the bloc were those arising out of the character of the bloc 
economies. 

It was greatly to the political interest of the Soviet Union, however 
to place the blame on western trade controls. As — as this legal 
barrier to trade existed it was easy to build up visions of the lucrative 
trade opportunities that would exist between East and West if only 
the barrier were lowered. The Soviets were aware that the question 
of trade controls was potentially one of the most divisive in the western 
alliance. 

By holding economic conferences, suggesting negotiations on trade 
——— and dropping hints about markets, they could drop apple 
after apple of discord into western councils. Beyond this, they could 
easily make American talk of dedication to the principles of free inter- 
national exchange of goods sound somewhat hollow. 

The Soviets could represent themselves as the true champions of 
unfettered trade and ridicule us as being afraid to face the implica- 
tions of practicing what we preach. There is no doubt but that this 
campaign had considerable effect in some quarters of Europe and 
Japan. Now that strategic controls have been considerably relaxed— 
toward Russia, not toward China—the Soviet trade campaign toward 
Western Europe has diminished somewhat. Their bluff has been 
partly called, and there are fewer illusions among our industrialized 
allies as to the possibilities of trade with the bloc. 

Until 1953 the Soviets were rather scornful of the whole conduct 
of point 4. They had an extensive program of credits, trade, and 
technical assistance with their satellites, particularly China, but they 
did not see the political advantage to them of a similar program for 
the underdeveloped, and sashiantatiy the uncommitted nations. 

I will speculate a little presently as to the reasons for this. In any 
case, after Stalin’s death in 1953 they inaugurated, tentatively at first 
and then with mounting vigor, a program of expanding economic rela- 
tions with the countries of Asia, the Middle East, and Latin America. 


This program was ingeniously designed to have maximum political 
effect. One almost gets the impression that they made a thorough 
and systematic study of the political weaknesses of our own assistance 
programs and carefully tailored theirs both to exploit those weak- 
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nesses and to emphasize that their program was quite different. Thus, 
in places like Indonesia, where we had at one time tried to tie our aid 
to an unwanted military alliance, they stressed that their program had 
no connection with military agreements. In Burma, where western 
offers had been made contingent on private ownership and operation 
of certain facilities, they emphasized their sympathy with Burmese 
Socialist objectives. To countries which had been unable to get arms, 
as many as they wanted, like Egypt, they offered arms and military 
equipment. 

To countries with agricultural surpluses smarting under the impact 
of what they regarded as American dumping of agricultural com- 
modities they offered long-term purchase agreements on apparently 
favorable terms. Where, as in India, they om cases in which the 
local government was concerned over the interest rates and other 
terms involved in Western offers, they offered credits at lower rates 
and on more favorable terms. Everywhere they offered technical 
assistance, engineering advice, and industrial training. And every- 
where they catered to the intense desire of the newly independent na- 
tions for status and respect by sending their best-known top officials to 
conduct the negotiations and engage in good-will tours. 

What have been the results of 3 years of this activity? Credits to 
the underdeveloped countries approaching $1 billion have been ar- 
ranged by the nations of the Soviet bloc. The bulk of these credits 
has gone to Egypt, Afghanistan, India, Indonesia, and Yugoslavia. 
Smaller but substantial credits have been made to Syria and Argen- 
tina, and relatively minor but politically significant amounts to most 
of the other Arab countries of the Middle East. These credits have 
generally been at about half the World Bank interest rate and have 
had the very attractive advantage of permitting repayment either in 
goods available for export in the borrowing country or in the borrow- 
ing country’s local currency. 

The bulk of the firm credits arranged to date for Egypt and Syria 
have been for arms and military equipment. The Egyptian credit 
calls for payment principally in cotton which Egypt has had some 
difficulty ete of at reasonable prices on the world market. The 
credit to India is mainly for a steel mill. This is 1 of 4 steel mills, the 
other 3 being built by British, German, and American concerns with 
varying amounts of credit from these sources. 

The largest bloc credits in proportion to the investment program 
of the receiving country have been to Afghanistan where a variety of 
industrial, public-utility, and public-service projects are being financed 
by the Soviets. The Afghans have recently confirmed that they are 
also receiving military equipment. Afghanistan is a long way from 
the United States and from the consciousness of the American people; 
but it is the historic route by which Russia sought to penetrate the 
Indian peninsula. As you can see from a map it is a long wedge, 
running south, banking Ivan and Pakistan. 

The Soviet economic success in Afghanistan is a major strategic 
man mepneeeiting what could be the Scene of a historic break- 
through. 

The Indonesian credit was recently announced by President Sukarno 
after his return from a trip to Moscow. Its allocation to projects has 
not been made public, but Moscow will provide machinery, manufac- 
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tured goods, and technical assistance to be paid for within 10 to 12 
years in Indonesian raw materials. 

These are the results of the program of credit extension to date. 
There are many reports, some firm and some in the nature of rumors, 
of additional offers and negotiations. There is no reason to suppose 
that the tempo at which new agreements are being concluded will be 
slowed down; the volume of credits will in all probability expand sub- 
stantially over the coming months. 

In addition to these credits both the Soviet Union and all of the 
satellites have been very busy negotiating trade and payments agree- 
ments with most of the underdeveloped areas. In some cases, as 
with Burma, these agreements include long-term contracts for the 
Soviet purchase at agreed prices of an important export commodity 
of the underdeveloped country. Russia has contracted, for instance, 
for about a quarter of Burma’s probable export rice crop. Under 
these agreements the bloc is offering to provide a wide range of manu- 
factured articles and some raw materials. Manufactured articles 
include machinery and industrial equipment, transportation equip- 
ment, and agricultural equipment from the Soviet Union and in addi- 
tion a wide ranged of manufactured consumer goods from the Euro- 
pean satellite countries. 

Many of the agreements call for technical assistance and training 
programs as well as commodity exchanges. 

It is very difficult to form a judgment as to the prices being paid 
under these agreements. Since they are for the most part bilateral 
arrangements, the net terms can only be arrived at by comparing the 
prices of the goods to be exported by the underdeveloped country with 
those they must pay for their imports. 

The export prices frequently look favorable in comparison with 
world prices, but the imported items are frequently much less stand- 
ardized and therefore harder to compare with Western alternatives. 
It is, of course, particularly hard to put a world price on arms which 
may in many cases be obsolescent from the standpoint of the Soviet 
Union and therefore of very little value to them and which may at 
the same time be much better than any the recipient country has ever 
had before. 

A particularly noteworthy aspect of the current campaign is the 
emphasis being placed on technical assistance. Wherever a lar 
project like the steel mill for India is being supplied by the Soviets, 
they also offer teams of technicians to assist in its construction and 
operation and they offer training courses and programs in the under- 
developed country for local personnel as well as training opportuni- 
ties at Russian institutions. The Russians are establishing a nuclear 
research center for the Egyptians in Cairo, technical institutes in 
Rangoon and Bombay, and are providing assistance in the health and 
education programs of Afghanistan. 

I have no detailed information on the overall magnitude of these 
flows of technical people. It has almost certainly not yet reached 
the dimensions either of the training of foreigners in the United 
States and Western Europe or of the flow of technicians from the 
West to the underdeveloped countries, but it is a rapidly swelling 
stream. 

So much for the facts of the present situation. What can we say 
of the capabilities of the Soviet Union to maintain and expand this 
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campaign? In the first place, it should be emphasized that many of 
these arrangements, far from being costly to the nations of the Soviet 
bloc, are to their net economic benefit. The bloc has increased in- 
dustrial productivity enormously while agricultural productivity has 
lagged far behind. Thus, in many instances much the cheapest way 
for the bloc to overcome its troublesome shortages of agricultural 
commodities is to produce manufactured goods and export them in 
exchange for foodstuffs and raw materials they need. There is, to 
be sure, every reason to believe that in the long run the Soviets still 
place great weight on bloc self-sufficiency in all of the items vital to 
national survival. They are unlikely to expand foreign trade to such 
an extent that they become critically dependent on it for agricultural 
commodities. But they are a long way from this point. They have 
every reason as a short-run tactic to utilize foreign trade to increase 
marginally the supplies of food and cloth available to the Soviet 
consumer. 

In terms of aggregate resources, the value of the total production 
of the Soviet bloc is increasing at a rate of from 7 to 10 billion dollars 
per year. If they felt it was to their political advantage, they could 
easily triple or quadruple their net offerings to the underdeveloped 
areas without using up more than a fraction of this annual increase 
in their total resources. Beyond this, they have built up their mili- 
tary machine to a point where continued investment in siilitary equip- 
ment in a period which they may expect in the short run to be peaceful 
may no longer appear to them necessary; they are past masters at 
maintaining facilities for the production of heavy equipment in such 
a form that they are readily convertible to military output should the 
need arise. 

As to technical manpower for technical assistance programs, you 
are all no doubt familiar with the greatly increased Soviet output of 
engineers and technicians, especially of the lower professional grades, 
in recent years. While there is evidence that this flow, accelerated as 
it is, still falls short of the bloc’s own internal needs for trained man- 
power, their capacity to select and assign people to jobs without re- 
gard for the voluntary decisions of the individual makes it possible 
for them to supply for foreign posts a reasonable number of tech- 
nicians, carefully picked to be of maximum effectiveness, with mini- 
mum damage to their own productive operations. 

The comparatively low standard of living of the Soviet technician 
as compared to ours, and his relatively drab life at home make it much 
easier to assign him to a task in an underdeveloped country without 
loss of morale than is the case with American or Western European 
engineers. 

Beyond this he can live in the underdeveloped country on a scale 
and in a manner much less offensive to the sensibilities of the local 
population. 

In short, I feel we must conclude first that the Soviet Union can 
carry on a considerable portion of the economic activities in which it 
is now engaged in the underdeveloped areas at virtually no economic 
cost to itself, and second, that if the Soviet Union sees major political 
advantage in undertaking activities which do have some costs attached, 
it could without any doubt apply a substantially greater volume of 
resources to these activities than is currently the case. 
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If this appraisal of capabilities is correct, the future character of 
the Soviet economic campaign will be determined less by what they 
are able to do than by what they decide it is in their own interest to 
do. It is interesting to speculate on the nature of the debates that 
may well have taken place in the inner circles of the Kremlin prior 
to the adoption of the new policy. 

It is not at all clear that support for the development efforts of 
the underdeveloped countries is fundamentally in the Soviet interest. 
During the postwar Stalinist period Communist efforts in these coun- 
tries were directed principally toward attempts to strengthen local 
Communist parties on the one hand and on the other to generate 
chaos and instability—including guerrilla operations—which it was 
hoped would demonstrate the incapacity of the non-Communist 
regimes to rule. These efforts were not in themselves very success- 
ful, outside of Indochina, and they also backfired in the sense that 
they produced in the minds of the leaders of a number of the coun- 
tries now regarded as uncommitted—like India and Burma—a deter- 
mined opposition to the domestic manifestations of communism in 
these countries. 

In many of the countries whose foreign policies now seem to us 
soft toward the Soviet bloc, the leadership has been ruthless in its 
opposition to communism at home. The present program of the 
Soviets has the effect, at least in the short run, of strengthening the 
power and influence of what the Communists would call bourgeois 
regimes which have been stanchly anti-Communist in their internal 
philosophy. 

Beyond this, it has always been a cardinal principle of Communist 
strategy that the only safe ally was one wholly under Communist 
control. The Communists have always believed that their best hope 
of seizing firm control in a non-Communist country was to produce 
a situation in which the non-Communist government was obviously 
incapable of dealing with its own pressing internal problems. Where 
existing anti-Communist regimes are successful in meeting the aspira- 
tions of their peoples for economic improvement and national dig- 
nity, Communist chances of gaining control may be greatly reduced. 

Thus those we may call the old Bolsheviks may well have argued 
that while there were some tempting short-term political on 
to be gained from a campaign such as the one now in progress, really 
substantial support for the economic development efforts of non- 
Communist regimes carried with it the serious long-term danger of 
reducing the ultimate possibility of Communist takeover in these 
countries. It is one of the ultimate strengths of the basic position 
of the United States—if we exploit that strength—that the develop- 
ment of strong, genuinely independent and stable regimes abroad is 
in our interest while the Soviet interest can be served in the long run 
by the development of strength only in firmly controlled satellites 
and by the promotion of weaknesses and chaos outside the Communist 
bloc. 

To strengthen bourgeois regimes, so the old Bolshevik argument may 
have run, in return for transient expressions of will and short- 
term political advantage is bad Leninism and dubious Marxism. _ 

Well, then, what arguments in favor of the present program might 
the other side have put forward? First, of course, is the negative 
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point I have already made that the program could be carried forward 
with very little real cost to the Soviet bloc. 

Second, this economically low-cost porgan could, in the light of 
Western policy, have some very real political advantages for the 
Soviet bloc. i recent years the frictions between the West, partic- 
ularly the United States, on the one hand, and many of the under- 
developed areas on the other, have been growing. 

In areas where military alliances are unpopular, the United States 
has behaved in such a way as to convince increasing numbers of people, 
however correctly, that it was essentially an aggressive and militaristic 
power not really interested in the economic growth and independence 
of the new nations but concerned only to acquire allies for a war it 
was steadily trying to provoke. You understand that I am merely 
reporting now what are recognized as the views of some people in 
this country. I am not describing the situation as it actually exists. 
While we voted each year what looked like large sums for assistance 
programs, when the distribution of these sums by countries was exam- 
ined, it turned out that the amounts we were making available for 
genuine development efforts were quite small and that the bulk of 
our money was going to support directly or indirectly the military 
expenditures of a small number of states politically dependent on us, 
to wit, South Korea, Formosa, and Vietnam. 

An argument may have been put forward in the Presidium that the 
Soviet Union could, by inducing other states to accept relatively small 
amounts of Soviet assistance, frighten off the United States, detach 
these states from western influence, and make them exclusively de- 
pendent for their development efforts on the Communist bloc. 

Once this dependence was established, more direct political controls 
could be substituted for indirect influence and persuasion. 

Countries like Burma, Egypt, and Indonesia face special problems 
in disposing of their normal exportable surpluses in Eastern markets. 
United States policy was not at the time making it any easier—and 
sometimes making it harder—for them to solve these difficulties, and 
they might be tempted by offers of oe oe purchase contracts which 
would in effect make them economically dependent on the Soviet bloc. 

There was a reservoir of distrust of Western motives in the ex- 
colonial areas which would make them particularly susceptible to 
Soviet protestations of disinterested friendliness backed up by rela- 
tively small financial carats. 

Further, it may have been argued that there was already some tend- 
ency in certain circles in the underdevoped areas to look upon the 
Soviet Union and more recently Communist China as a model for 
development efforts. If these countries could be given some real evi- 
dence that the Soviet Union and Communist China had made sub- 
stantial strides toward industrialization, increasing numbers of people 
in these countries might be persuaded that Soviet methods were a 
necessary price to pay for economic development. This in turn would 
increase the persuasiveness of the domestic Communist line in these 
countries that the only way to achieve development was to centraliz 
all decisions and at least temporarily to yield voluntary freedom of 
individual choice to central state direction and control. 

To be sure, some temporary strengthening of anti-Communist gov- 
ernments might result from this program but most of its political ad- 
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vantages could be secured by skillful manipulation of relatively small 
sums of money, sums really too small to have a decisive effect on the 
economic position of bourgeois regimes. 

At a minimum there was the opportunity to encourage hostility to 
the West and greatly to reduce western influence in the underde- 
veloped areas. This program might not bring about an actual Com- 
munist takeover in the neutralist countries, but if it looked as though 
it were making such takeover more difficult, it could always be stopped. 
At the least it would iterrupt western efforts to solidify anti-Soviet 
forces. Furthermore such a program could be so managed as to con- 
tribute greatly to the Soviet objective of persuading uncommitted peo- 
ples that the Soviet Union was dedicated to peace and independence, 
and thereby drawing them out of association with the United States 
and the West generally. 

On the other side of the debate, the old Bolsheviks may well have 
replied that this was all very well as a devise for exploiting the weak- 
nesses of current western policy but how would it look from the Soviet 
point of view if western policy should change and dedicate itself to 
eliminating the frictions between the West and the underdeveloped 
countries ? 

Suppose the United States separated its military from its economic 
programs, expanded its levels of economic aid to development, found 
ways of utilizing the surpluses of the exporting countries, and de- 
voted itself to promoting genuine independence of the new nations 
from both the Soviet bloc and Western Europe ? 

Suppose that the United States invited Soviet bloc countries to par- 
ticipate in an internationalized program of aid to economic develop- 
ment designed to remove the program from East-West competition ? 
How under these conditions could Soviet assistance efforts promote 
ultimate Communist control of the uncommitted nations? It evi- 
dently lay within the capabilities of the United States, they may have 
argued, to make the Soviet effort a frosting on an American cake. 

To this the proponents of the present policy might have replied first 
that this was an unlikely turn of events, and second that if it should 
occur, the whole assistance policy could be reconsidered and a new 
approach adopted to fit the new circumstances. 

The prospects that the Soviet bloc will be able by means of its pres- 
ent economic campaign to achieve its long-run objective of separating 
the underdeveloped countries from western influence and trying them 
firmly to Soviet policy depend of course not only on what we do but 
on how the underdeveloped countries themselves respond to this cam- 
paign. I should now like to say a few words about the attitudes of 
these countries and their reactions to Soviet efforts. 

In most of the underdeveloped countries two goals are paramount. 
The first, particularly important in those recently liberated from 
colonial domination, is to establish both in fact and in the eyes of the 
world their genuine independence from all outside control. The only 
such control most of them have known is western control. For this 
reason they understandably exaggerate the dangers of western in- 
fluence, and being largely innocent of experience with the Communist 
countries, underestimate the dangers from that source. 

As I shall explain in a moment, however, many of them are increas- 


ingly concerned over the risks of excessive dependence on the Soviet 
bloc. 
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Their second priority goal, which they pursue with increasing 
determination with each passing month, is to expand the productivi ity 
and output of their economies and thus the standards of living of their 
peoples. These two goals of independence and economic development 
take precedence in their thinking over almost everything else. It is 
these two ambitions on which the current Soviet campaign is 
principally playing. 

I believe it is not sufficiently recognized in this country, however, 
that the western training of many Asian and Middle Eastern leaders 
has produced not only a dislike of colonial dependence but also an 
attachment to western ideals of democracy and freedom of the indi- 
vidual. The cultural traditions of their own countries contain in many 
cases elements uncongenial to Communist ideology. The relative lack 
of success of domestic Communist parties in many of these countries 
and the determined opposition of much of the present leadership to 
international communism supports the view that they would prefer 
to develop in the western tradition if they have the opportunity. 

Soviet offers have two strong appeals. In the first place, by accept- 
ing a few Soviet offers they can prove to themselves, that is, the under- 
developed countries, and, as they see it, to the world that they are no 
longer fully dominated by Western Europe and the United States. 
It is symbolically important to India that 1 of her 4 major new steel 
mills is being built by the Soviets, but most influential Indians would 
be very worried if all 4 were coming from that source. 

In the second place, they have great respect for Soviet technical 
and industrial achievement as representing what an underdeveloped 
country can do with itself in a few decades if it has the will. They 
are anxious to learn from this experience. I believe it can be docu- 
mented, however, that they would greatly prefer to copy their politi- 
cal structures from the western model so long as this is consistent with 
the suecessful pursuit of their two primary goals of independence 
and economic development. 

Beyond this there is evidence that many of the leaders of these 
countries are becoming aware of the dangers and disadvantages of close 
economic ties with the Soviet bloc. Both the Egyptians and the 
Burmese have suffered some disillusion over the results of their con- 
tracts to deliver agricultural commodities to the Soviet Union. The 
Soviets have sold Egyptian cotton on western markets, thus depress- 
ing the price Egypt can realize on the balance of her crop available for 
sale in the West. 

Burma has been unable to take full advantage of recent increases 
in world rice prices because so much of her rice crop has been sold in 
advance to the bloc. The Burmese also have recently been impressed 
with the disadvantages of barter deals as compared with sales for hard 
cash which can be used anywhere in the world. 

Burma has received payment for part of this year’s rice deliveries 
in the form of a huge shipment of cement which she could neither 
store nor divert for sale to other countries and much of which is 
accordingly in danger of being spoiled by moisture. The experience 
has not all been unhappy. The Indians are reported to be pleased 
with the speed and efficiency with which the Russians are making 
progress on their steel plant. But Soviet offers of assistance are 
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unquestionably being looked at more realistically in underdeveloped 
areas than was the case in the first months of the new policy. 

Now, finally : What can we conclude about the dangers for us in the 
new Soviet economic campaign? In the first place it would be wrong 
to assume that all increased contacts between the Soviet Union and the 
underdeveloped areas are necessarily to our disadvantage. Some such 
contacts will contribute to a more realistic appraisal in the under- 
developed countries of Soviet objectives and tactics. In spite of 
totalitarian control these new contacts are beginning to produce some 
of the same frictions to which our own assistance programs have given 
rise. 

Also we should not wholly overlook the possible effects on the per- 
spectives of Soviet technicians and bureaucrats of contact with so- 
cieties dedicated to quite different principles from those that are 
inculeated within the bloc. 

We should not, of course, exaggerate these comforting considera- 
tions. In the absence of more basic western advantages they would 
not be important offsets to the threats posed by the Soviet campaign. 
The real threat to our interest is that the underdeveloped countries of 
what is now the free world may become economically so dependent on 
the Soviet bloc that they cannot escape political dependence as well. 

With the possible exception of Afghanistan, none of them is in this 
position yet, though developments in the Suez crisis may possibly 
threaten Egyptian independence in time. Fundamentally I am con- 
vinced that if we give these countries the opportunity to pursue their 
priority goals of independence and economic development in the 
framework of western society, the Soviet campaign will fail. This 
does not mean they will not continue to accept assistance and engage 
in trade with the Soviet bloc. But this assistance and trade will not 
be of such magnitude as to imperil their political independence. 

What must we do to keep the option of development along western 
lines open to these countries? This is not the occasion to develop in 
detail such views as I have about appropriate western policies. In 
broad outline, however, I believe that the elements of a western policy 
to defeat the Soviet campaign are these: 

First, I believe we must develop a policy of western assistance in 
providing in reasonable amounts and on businesslike criteria the 
margin of capital resources required to get these countries over the 
hump of development and into a stage of self-sustaining economic 
growth. We must do this, I believe, not in response to specific Soviet 
offers or as a counter to Soviet threats but as a consistent long-term 
western policy. 

Second, we must carry out this program in such a way as to con- 
vince the underdeveloped countries that it contains no threats to their 
independence, is not designed to force them into unwelcome alliances, 
and is not primarily military in intent. 

Third, we must search for special solutions of the problem con- 
fronted by countries dependent for economic survival on the export of 
agricultural products and raw materials. I believe such solutions can 
be found. 

Fourth, of special interest to this committee, we must. promote the 
development of a multilateral world trading community which will 
make the disadvantages of dependence on bilateral trade arrange- 
ments abundantly clear. 
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If we do all these things, I believe we can reduce the threats to us 
of the Soviet economic campaign very substantially, possibly even to 
the — where they will abandon it as no longer in their interest. 
In the context of such a western program, I believe we could welcome 
probable levels of Soviet economic assistance in the underdeveloped 
countries as contributing more to our own purposes than to theirs. 

It is my conviction that the growth of stable, balanced economies in 
the underdeveloped countries 1s one of the best possible safeguards to 
American security. If the Soviet bloc wishes, for the sake of im- 
mediate political advantage, to risk aiding materially the economic 
development of these countries, then we should welcome Soviet aid. 
We need fear the Soviet campaign only if we, ourselves, fail to devise 
effective programs of foreign assistance and an effective international 
trading mechanism which will move the underdeveloped countries 
toward self-sustaining economic growth and which will thereby as- 
sociate the United States intimately with the deepest aspirations of 
these countries. 

Mr. Harrison. Mr. Machrowicz? 

Mr. Macurowicz. I have no questions, except to compliment the 
witness on a very well prepared and very informative presentation. 

Mr. Harrison. Mr. Martin? 

Mr. E. Martin. No questions. 

Mr. Harrison. Mr. Morrison? 

Mr. Morrison. Mr. Millikan, I presume that the contribution you 
think our policy can make to meeting the Soviet threat is largely in 
continuance of a liberal import policy on our part? 

Mr. MiiurKan. Well, I think there are, as I suggested at the end 
of my statement, a number of directions in which we should move. 
I believe that liberal import policies are one of the necessary elements 
in this program because I believe that the establishment, as I sug- 
gested, of an international multilateral trading community is going 
to be a very important part of any effort to provide a solution to the 
economic eer of these countries. The importance of a liberal 
import policy is not solely or perhaps even primarily the actual mar- 
kets provided in this country, but we are in a position in the world 
where our example is taken very seriously be everybody else. I fear 
that unless we ourselves continue to pursue a reasonably liberal trade 

olicy it is going to be very difficult to persuade other countries to 
a the same thing. 

As I suggested, this is just one of the pieces. The other pieces are a 
somewhat expanded development-assistance program and some spec- 
cial attention to the problems of 4gricultural-surplus-exporting areas. 

Mr. Morrison. Do I gather from your paper that you think the 
underdeveloped countries might be more suspicious of the Soviet buy- 
ing activities than of their supplying goods to these countries? 

r. MruirKaNn. I think they have had some unhappy experiences, 
but they have had unhappy experiences on both sides. That is, the 
Burmese have been particularly unhappy about having to use their 
rice proceeds to buy things from the Soviet bloc. There was an inter- 
esting piece in the ee York Times recently by their correspondent— 
Trumble, I think—who said every time anything does not work in 
Burma people put it down to the consequences of a barter deal. This 
is because they have gotten some things in exchange for what they 
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have exported which have not stood up. They have not had the 
capacity to buy what they wanted to buy. 

Mr. Morrison. At any rate, these underdeveloped countries would 
be well advised to get the goods from the Soviet Union on credit and 
let the Soviet collect, rather than vice versa. 

Mr. Mitirkan. [ should have thought so. 

Mr. Morrtson. Have you any observation to make on our continuing 
to buy gold as it may bear on the Soviet position ? 

Mr. MituiKan. I do not believe that the Soviet gold reserves con- 
stitute an important enough part of the total assets for foreign trade 
so that a change in our gold buying price would seriously affect their 
objectives. They have sold gold at one time or another in the world 
market and, of course, our own gold policy has maintained the world 
price of gold, and in that sense may be helpful to the Soviet Union, 
but I do not believe myself that this is an important enough element 
in Soviet objectives so that the Soviet possession of gold should be a 
major consideration in our determining whether this is a sensible 
policy for us. 

Mr. Morrison. It is not, in your view, a major weakness in our 
tactics? 

Mr. MiturKkan, I do not believe so. It gives them an advantage, 
surely, but I do not think it is a major advantage. 

Mr. Morrison. That is all, Mr. Chairman. 

Mr. Harrison. Professor, we thank you very much for a very en- 
lightening and comprehensive paper. 

Our next witness is Dr. Herbert B. Woolley, of the National Bureau 
of Economic Research, New York. Dr. Woolley has served in the 
Department of State and with the Foreign Trade Subcommittee of the 
Small Business Committee of the Senate. He is going to speak to us 
today on world trade and payments patterns. 

Dr. Woolley, we are pleased to have you here this morning. You 
may proceed. 


STATEMENT OF DR. HERBERT B. WOOLLEY, NATIONAL BUREAU 
OF ECONOMIC RESEARCH, NEW YORK 


Dr. Woottey. Mr. Chairman and members of the subcommittee, in 
undertaking an evaluation of existing tariff and customs laws and the 
reciprocal trade agreements procedure, this subcommittee has wisely 
expressed interest in the pattern of trade and payments among coun- 
tries of the free world. United States trade policy greatly affects 
other countries; it is an important force shaping the international 
division of labor and, consequenly, the extent to which friendly na- 
tions, as well as the United States, take advantage of opportunities 
for employing resources in more or less efficient ways. Consideration 
of proposals to change our trade program may properly begin with 
an eXamination of the existing pattern of trade among countries of 
the world. 

We at the National Bureau of Economic Research have been study- 
ing the structure of world trade and payments intensively for some 
time; our studies are still in process and the materials I present have 
not gone through the usual review process of National Bureau studies. 
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1 make this presentation on my own responsibility and ask that the 
findings be considered preliminary. The recommendations as to pol- 
icy are entirely my own. 

The radical structure of world trade: The trade of free world coun- 
tries basically radiates to and from three main industrial centers. 
Practically every country outside the Soviet bloc can be identified as 
principally interested in either the United States, the group of con- 
tinental countries participating in the Marshall plan, or the sterling 
area, and in most of these last cases the country is principally inter- 
ested in the United Kingdom. There are also important secondary 
relationships, notably between continental countries and the sterling 
area, among Latin American countries, among those in the Middle 
East, and among Far Eastern countries. But the dominant economic 
ties link each of the three centers to a set of countries which can be said 
to be principally affiliated with, or interested in, that center. Thus 
we must think of the free world as consisting of three trading systems. 
And then the Soviet block makes up a fourth system. 

The radial structure can be observed in the proportions in which 
countries trade with world areas. It just happens that most coun- 
tries have a much higher proportion of their trade with 1 of the 3 
main markets than with the other 2 or with any other area. We did 
not find countries sending a high proportion of experts to one major 
economic center and buying a high proportion from another. Coun- 
tries sending a high proportion of exports to a center also tend to im- 
port a high proportion from there. In their turn each of the three 
major markets is principally interested in the group of countries 
oriented toward it. There are some more or less ambiguous trading 
situations but these are found on closer examination and considering 
financial and other interests than trade to fit into the pattern. 

(Principally interested in the United States are the Philippines, 
israel, Saudi Arabia, Liberia, the Netherlands Antilles, and all West- 
ern Hemisphere countries except the River Platte countries—Argen- 
tina, Uruguay, and Paraguay; the United States reciprocates, being 
principally interested in the Western Hemisphere as a trading part- 
ner. Principally interested in continental OEEC markets are Fin- 
land, Yugoslavia, Spain, Iceland, Argentina and Uruguay, Egypt, 
Syria, Lebanon, and the OEEC countries themselves and their de- 
pendencies (excepting the Netherland Antilles). France is included 
among those oriented toward continental OEEC countries, although 
it has prior trading interests in French overseas territories. Countries 
in the sterling area (except Iceland), the Sudan, Iran, and Ethiopia in 
the Middle East, and in the Far East Indonesia, Thailand, and (pos- 
sibly) Japan are principally interested in the sterling-area market and 
most of these focus on the United Kingdom itself. The United King- 
dom reciprocates with a principal interest in the rest of the sterling 
area. The Communist countries form a fourth trading bloc in the 
world. ) 

It should be remarked that Japan’s situation is difficult to assess. 
Japan has not been able to tie in with 1 of the 3 main centers. 
The proportion of its trade with the sterling area in 1951 was some- 
what greater than with the United States but a large part of its cur- 
rent earnings in 1951 accrued in dollars from invisible transactions 
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associated with the occupation and the Korean war. It had a heavy 
stake in trade both with the United States and with the sterling area, 
but its dollar availabilities depended greatly on temporary factors. 
Its exports went mainly to the sterling area in 1951—a time of a seller’s 
market—but the sterling area has shown strong reluctance to encour- 
age Japan’s hopes for expanding sterling earnings as its temporary 
dollar earnings have declined. Very tentatively, it might be counted 
as principally interested in the sterling area, since in the long run 
it may work out a basis for trading with that area. 

The United States is clearly the focus of interest within the group 
of countries oriented toward it. The United Kingdom is less clearly 
the focus of countries oriented toward the sterling area, but then we 
must remember that British firms operate extensively throughout that 
area. In contract the interests of countries oriented toward the Con- 
tinent do not focus on a single country. Rather, small trading inter- 
ests with many in the group result in a network of interdependence 
among members of the system. 

Over the 4-year period 1950-53 each of the trading groups of the 
er world conducted close to a third of the total trade as table 1 
shows. 


TABLE 1.—Contributions of trading groups to merchandise trade of the free 
world, 1950-53 











Trading group | Exports | Imports 

| (f. 0. b.) 

Percent | Percent 
The United Kingdom and countries principally interested in the sterling area 30.6 | 31.5 
Continental OEEC countries and countries principally interested in it______] 33.8 36.7 
The United States and countries principally interested in the United States_| 35. 6 31.8 
a OCRr mies Werke Wine B.S. 69s a i eee 100.0 | 100.0 





The continental OEEC countries themselves did the great bulk of 
the trade of the group oriented toward the continental market—T7 

ercent of the group’s exports and 75 percent of its imports; the 
United States Gntettiabed about half of the exports and imports by 
its group; and the United Kingdom accounted for only 35 percent 
of the exports and 39 percent of the imports of the group of coun- 
tries oriented toward the sterling area. 

The orientation of countries toward the principal market areas and 
their secondary trading interests are reflected in the pattern of mer- 
chandise transactions between five world areas in the period 1950-53 
set forth in table 2. The five broad divisions of the world distin- 
guished in the table are the sterling area, the nonsterling EPU area, 
the United States and Canada, Latin America, and other. This 
fivefold division does not exactly follow the grouping of countries 
along principal interest lines. Rather it is one which most closely 
eae & common denominator for the regional schemes em- 
ployed in the published balance of payments statements of all 
countries. 

(“Other” includes countries trading principally with each of the 
three main centers; Latin America includes the River Plate coun- 
tries principally interested in the Continent; Iceland is in the sterling 
area, although it trades mainly with the Continent; and the Nether- 
lands Antilles is placed in the nonsterling EPU area, although its 
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main activity is refining Venezuelan crude oil for British and Ameri- 
can oil companies and most of its imports are from the United States.) 
(Table 2 is as follows :) 


TaBLE 2.—Merchandise transactions between world areas, 1950-53 








| Debits by— 

Credits by— | - 

Sterling Non- United Latin | 

All areas area sterling | Statesand| America | Other 
EPU Canada 

A. Value of transactions (millions of dollars f. 0. b.) 
DEIR cictitinesnaccse<ince 276, 410 73, 180 88, 140 57, 900 24, 860 32, 330 
GOSTINE PROB. os dalcnniccccdenns 72, 000 35, 450 15, 610 9, 850 2, 260 8, 830 
Nonsterling EPU..........--- 80, 030 13, 910 44, 390 8, 270 5, 320 8, 140 
United States and Canada-.-- 65, 380 10, 820 12, 180 20, 400 13, 7% 8, 250 
Letts Sangre. s..--..6.-<4-- 28, 790 2, 930 7, 500 14, 300 2, 640 1, 420 
CG stad dos catavesicns 30, 210 10, 070 8, 460 5, 080 910 5, 690 

B. Proportion exported to partner areas (percent) 

6 
BE aii icctncienscaccks 100.0 26.5 31.9 20.9 9.0 11.7 
SO a ccctticcnie se 100.0 49.2 21.7 13.7 3.1 12.3 
Nonsterling EPU_............ 100.0 17.4 55.5 10.3 6.6 10.2 
United States and Canada-___. 100.0 16.5 18.6 31.2 21.0 12.6 
Latte Ames... .46...2...5... 100.0 10.2 26.1 49.7 9.2 4.9 
QU i tesiodsitcadaetasnckee 100.0 33.3 28.0 16.8 3.0 18.8 
C. Proportion imported from partners (percent) 

TN iii Sn 100.0 100.0 100.0 100.0 100. 0 100.0 
cy, ee 26.0 48.4 17.7 17.0 9.1 27.3 
Nonsterling EPU__......_.... 29.0 19.0 50.4 14.3 21.4 25. 2 
United States and Canada__-- 23.7 14.8 13.8 35.2 55.2 25.5 
Latin America._............-- 10.4 4.0 8.5 24.7 10.6 4.4 
CO i 8 cthcensamenitss 10.9 13.8 9.6 8.8 3.7 17.6 


Mr. Woottey. Over this 4-year period transactions within the 
sterling area accounted for almost half of all sterling area trade, 
transactions within the nonsterling EPU area were more than half of 
all trade of that area, and Western Hemisphere trade was well over 
half the exports and imports of United States and Canada and Latin 
America. Transactions of “other” spread out over the 3 main mar- 
kets as might be expected from the fact that the group includes coun- 
tries oriented toward each of the 3 major economic centers. If a 
clear-cut grouping were made according to the orientation of coun- 
tries to the three main centers, leaving the Soviet bloc as a fourth 
area, we would expect to find the trade of free world countries in 
each interest group concentrated within the group. 

In contrast to the evident concentration of transactions involving 
the three main centers, transactions between Latin American Re- 
publics and among “other” countries are at a much lower level of in- 
terest to the countries in the areas in question. Secondary trading 
interests linking countries interested principally in one main market 
area with one or both the other main market areas also reflect in the 
table. Every area sent 10 percent or more of its exports to the sterling 
area, the nonsterling EPU, and the United States and Canada, and 
every area but Latin America secured 10 percent or more of its im- 
ports from each of the three. Trading interests between the sterling 
area and nonsterling EPU area are seen to be among the strongest 
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of the secondary trading relations, and the United States and Canada 


are seen to have strong secondary trading interests in the two parts 
of EPU. 


COMPLEMENTARY AND COMPETITIVE RELATIONSHIPS BETWEEN WORLD 
AREAS 


Economic relationships in the free world thus define six groups of 
countries: The 3 major market areas and the 3 groups of countries 
principally interested in them, which we may call their affiliates. 
The three economic centers, of course, include practically all the ex- 
porters of advanced manufacturers in the free world. Canada, 
Japan, and (with respect to textiles) India are about the only other 
sources. Countries outside the three main centers concentrate on the 
export of more or less refined foodstuffs and materials (including 
petroleum). Free world trade basically consists of an exchange of 
these foodstuffs and (more or less refined) materials for the ad- 
vanced manufactures of the three main centers and, I might add, 
their shipping, insurance, use of their capital, and other services. 

This basic pattern of complementary trade between the three centers 
and their affiliates is complicated by several other features. The 
United States is not only a source of advanced manufactures; it is 
also a very important source of foods—and tobacco—and materials— 
including coal—for Western Europe and the affiliated countries of 
all three areas. Moreover, countries on the continental fringe also are 
important suppliers of foods and materials: The Scandinavian coun- 
tries of foods, forest products, and iron ore as well as advanced manu- 
factures; the Mediterranean countries of tobacco, olive oil, cork, 
citrus, and a variety of nonferrous metals—scarce ones like tungsten, 
mercury, and chrome, and the more common ones like copper and zine. 

Even in the industrial heart of Europe one finds an important ex- 
change of German coal for French iron ore, a trade basic to the coal 
and steel community. Several of the OEEC countries, notably 
France, Turkey, and Sweden, have exportable surpluses of cereals, 
and a variety of foods move from the Low Countries and Italy into 
Germany. ‘Thus within the continental group and, furthermore, 
between the Continent and the United Kingdom, there is a substantial 
trade in foods and more or less refined materials. In addition, the 
United States, the United Kingdom, and several continental countries 
are trading centers for the foodstuffs and materials which they buy— 
or which foreign branches and subsidiaries of their firms produce— 
mainly in countries affiliated with them. Thus trade between the in- 
dustrialized countries of the world is not confined to advanced manu- 
factures; it is heavily a trade in food, fuels, and more or less refined 
materials, including food and materials originating in their respective 
affiliates which the centers distribute. 

In the main, the United States, the United Kingdom, and the larger 
industrial countries on the Continent are rival suppliers of advanced 
manufactures to the rest of the world. They are also rival buyers in 
world markets of the foods and materials which the United States im- 
ports heavily. These foods and materials which both the United 
States and Western European countries buy are supplied by affiliates 
linked to each of the 3 centers, so that we must think of some affiliates 
in each group as being rival suppliers to the industrial centers but for 


b 
8 
7 
. 
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some reason or other finding 1 industrial center a better market than 
another. 

I do not know of any important food or material imported by the 
United States which Europe does not also import, but there are several 
which Europe imports heavily and the United States little, if at all; 
indeed, the United States exports some of them. For this last group 
of foods and materials the United States is a supplier in competition 
with some affiliates of the three main centers. Thus, in supplying 
wheat and cotton to the world, the United States competes with Can- 
ada, Mexico, Argentina, Brazil, Pakistan, Egypt, Australia, and New 
Zealand and in supplying rice it competes with Burma and Thailand. 

For the sake of completeness, mention should be made of the com- 
petitive relation among Scandinavia, Canada, and Russia in supplying 
coniferous forest products to the Continent. Competition for the 
European market also exists among the continental Mediterranean 
producers of olive oil and citrus and the vegetable oils and citrus 
producers on the southern and eastern shores of the Mediterranean 
and in Florida and California as well. 

The short-term stability of the pattern of interarea trade. 

The basic pattern of trade between areas exhibits a remarkable 
stability from year to year. The period 1950-53 encompassed the 
surge of activity associated with the Korean war; hostilities began 
in mid-1950 and a truce was effected in mid-1953. World trade rose 
abruptly from 1950 to 1951 and then declined moderately by value in 
1952 and again in 1953; yet the proportions in which the five broad 
areas contributed to total exports or participated in total imports did 
not change greatly. This one can see from table 3. The greatest 
year-to-year shift—a buying spree by the sterling area in 1951—repre- 
sented a shift of less than 2 percent of world trade either from 1950 to 
1951 or 1951 to 1952. (Compare pt. B, col. 2, lines 1-3.) 

(Table 3 is as follows :) 


TaBLeE 3.—Merchandise transactions between world areas, by years, 1950-53 


Debits by— 


| 
Credits by— Pi ; 
terling | Non- | ——_ 
sterling | a 
EPU 


Latin | 
| America Other 
| Canada | 


} 


A. Values traded (millions of dollars) 


All areas: 


55, 980 14,870 | 17, 750 | 2,15 , 940 
2 


tidied ned ahidae Sd klcaettei tent 76,050 | 21, 410 23, 540 5, 27 , 030 
Ric Makar eri at ake 0 cibeacalen dnd Anais af 73, 050 19, 040 23, 530 5, 1, 900 
ticket cack de diptedinikedeahis « 71,330 | 17,860 23, 320 5, 47 5, 990 
Sterling area: 
i ai a Rl en cardinals 15, 140 7, 430 3, 100 aa | 530 
EE RI ee aes. 19, 970 9, 630 | 4, 210 4 670 
PR hb Beton mk dabiane caddudides% | 18, 550 | 9, 220 4,030 | 2, 42 580 
bath Rin 66686 athena vain eeinacccd) 18, 340 9, 170 4, 270 2, 35 480 
Nonsterling EPU: 
1950 15, 000 2, 500 8, 600 | 980 
21, 500 , 330 , 360 | 2, 2 , 470 
21, 700 3, 670 12, 130 2, , 530 
D8 Mion aad 21, 830 | 3, 410 2, 300 25 , 340 
United States and Canada: 
SS ae eee ee eee | 12,950 | 1, 950 2, 730 , 05 2,710 
_ ‘ | 18, 080 | 3, 210 3, 520 5, 16 3, 910 
17, 920 3, 150 3, 280 5, 450 3, 870 
16, 430 2, 510 | 2, 650 | 5, 740 | 3, 240 
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TaBLe 3.—Merchandise transactions between world areas, by years, 1590-53— 
Continued 





Credits by— 


All 
areas 


A. Values traded (millions of dollars)—Continued 


Latin America: 
_ _ ee ee ae 6, 440 
WO oeas coshce tes slo edusnaboekkeasee 7, 800 
GO ali 8 tk, cn arcane wh cae 7, 140 
ND sein Sines nage mcuacetaeag eet 7, 410 
Other: 


1950_...- incre leh imac eel 6, 450 
1951-.. P sdeussiues erat eeeee 8, 700 
og ee Ee, ee ee ee 7, 740 
1953 _.- a p+ cibghehse saucscuspoaceme 7, 320 





B. Proportions exported to partner areas (percent) 
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Mr. Woot.ey. Moreover, the proportions in which each area drew 
its imports from partners or distributed its exports, while somewhat 
more variable, reflect at most rather small redirections of trade from 
year to year. An area rarely shifted as much as 5 percent of its ex- 
ports or imports away from or toward a market or source. Latin 
America’s exports to the sterling area dropped by 5 percent of its total 
from 1951 to 1952, the latter year being affected by severe drought in 
the River Plate countries, and sterling area imports from within the 
area dropped from 50 to 45 percent of its total from 1950 to 1951. 
These are the extremes. In the main the pattern of gross merchan- 
dise transactions continued with little change in proportions from 
year to year despite wide swings in exchange control policy evoked 
by response to the great shifts in business expectations in a time of 
great change and uncertainty. 

Over the 4-year period tendencies can be observed for the pattern to 
change gradually. The nonsterling EPU tended to rise as a supplier 
in wesad trade (pt. C, col. 1, lines 10-12), a tendency observable in 
the rising proportions by which partners drew imports from that 
source. The United States tended to decline as a supplier of the 
nonsterling EPU and rise as a supplier of Other. Trade between 
United States and Canada tended to absorb a greater proportion of 
the area’s export and import trade as was also true of intranonsterling 
EPU trade as a proportion of total trade by nonsterling EPU coun- 
tries and true to a much less noticeable extent of intrasterling area 
trade in relation to all sterling area trade. 

The sterling area share of markets in Latin America and Other 
and the shares of the latter in the sterling area market have both 
tended to decline; intra-Other and intra-Latin American trade have 
tended to rise as proportions respectively of Other’s trade and of 
Latin American. 

One suspects the resurgence of Germany and Japan as important 
influence underlying these broad tendencies, but one can also discern 
a tendency for trade within interest groups to expand relatively to 
trade between interest groups. 

Shifts in the trading pattern, 1937-54: The tendency for trading 
ties to strengthen within principle-interest groups in 1950-53 was 
only the recent manifestation of a shift in the trading pattern occur- 
ring during the war and postwar recovery period. Teding ties be- 
tween the three economic centers and their respective affiliates have 
been considerably strengthened by World War II and subsequent 
events. Major wars have always modified the pattern of world trade 
and World War II was no exception. 

Interruption of supplies from Europe gave a start to new industries 
in Latin America, the Far East, and Oceania, and postwar shortages 
and considerable protection have strengthened their position. Popu- 
lations have increased and moved to the cities to man new industries, 
cutting into exportable supplies of foodstuffs. Industrialization has 
also cut into exportable supplies of materials and sometimes has even 
produced a demand for net material imports. It has usually increased 
the need to import fuels by these countries. 

Consequently the prewar complementarity between industrial 
Europe and many customers across the seas has been weakened as new 
industries—for example, in Latin America and India—have come on 
the one hand to meet local requirements previously supplied by West- 
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ern Europe and on the other to preempt local food and material 
supplies. Much of Europe’s postwar economic problems has stemmed 
from an inability either to forestall or to reverse this development by 
offering other countries a better alternative to adjust to it rapidly 
by shifting resources into the production of the new things these 
countries want. 

The war brought high levels of employment to the United States, 
and with continued expansion this country has been a much better 
market than before the war. Indeed, the growing costliness of domes- 
tic materials has prompted American firms and the United States 
Government to seek out new supplies abroad and much of the outflow 
of capital from the United States since the war has been connected 
with expanding the supply of foreign materials for American use. 
Likewise the United Kingdom has concentrated its new foreign invest- 
ments in the outer sterling area in an effort to develop new supplies 
of foods, materials, and fuel. 

Countries in Eastern Europe and parts of the Far East have fallen 
under Soviet control, with consequent redirection of their trade away 
from nearby partners. This has meant a redirection in the supplies 
of foods and forest products formerly available to Western Europe 
and Japan, which have had to seek alternative sources. North America 
has provided the only ready and elastic supply, since other sources in 
the free world have been directing their energies to industrialization, 
unwilling to risk greater commitment of resources into expanding food 
and material supplies for the highly uncertain European market. 

When we compare the pattern of trading in 1954 with 1937 we see 
that World War II and postwar events accentuated principal trading 
relationships between the three main centers and their affiliates. 
Almost all Western Hemisphere countries now trade more heavily 
with the United States than before and more of United States trade 
is now with the Western Hemisphere. Proportions traded with the 
Continent and United Kingdom have decreased correspondingly. The 
United Kingdom has shifted toward greater reliance on trade with 
the rest of the sterling area, which on its side shows a tendency to buy 
more heavily from the United Kingdom. France and Portugal have 
tended to increase proportions trade with their overseas territories, 
but continental countries generally now trade more heavily with the 
group than before the war. However, the decline of East-West trade 
in Europe has prompted some continental countries to make up defi- 
a by importing relatively more from the United States and 
Canada. 

At the same time that principal trading relations have tended gen- 
erally to be strengthened, centrifugal forces have been at work. Sev- 
eral countries, which before the war traded primarily with the United 
Kingdom and other sterling countries, have expanded trade in other 
directions. Indeed, countries which have recently gained freedom to 
make their own commercial policy have tended to broaden their trad- 
ing relations, seeking to improve their economic position by develop- 
ing new ties. (A recent example is Egypt with its move toward trad- 
ing with the Soviet bloc.) 

This countertendency, however, is more than offset by the general 
movement toward the consolidation of the free world into three great 
trading systems which the postwar economic policies of governments 
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have encouraged, perheaps unconsciously, for the outcome has emerged 
from a large number of decisions taken by governments all over the 
world directed toward securing the individual interests of many 
different countries. 

Relevance to United States commercial policy: The basic radial 
structure of world trade oriented toward three market areas and the 
observed tendency for principal trading relationships to be strength- 
ened at the expense of secondary cannot be explained by the location of 
natural resources and the operation of free-market forces. Geo- 
graphic factors obviously play a very important role favoring the 
growth of trading ties among nearby countries, as for example the 
growth of intra-European trade or the trade between the United States 
and Canada, and between industrial countries on the one hand and 
countries with tropical climates on the other. But transport cost 
differences do not explain why Cuban sugar goes to the United States 
while Jamaican sugar goes to the United Kingdom and Canada, or 
why Rhodesian copper goes to the United Kingdom and Congo copper 
to Belgium, or why Latin American coffee goes mostly to the United 
States while African coffee goes mostly to the United Kingdom. Or, 
on the other side, — British advanced manufactures—for example, 
equipment—go mainly to the sterling area while those of the Conti- 


nent find a market mainly on the Continent itself and American manu- 
factures go mainly to countries in the-Western Hemisphere. Simply 
to mention such illustrations brings to mind the important role of in- 
ternational trade policy and exchange regulations of governments 
everywhere in shaping the direction and trimming the level of trade. 

That trading ties within the British Commonwealth and Empire 


are strengthened by empire tariff preferences is well known but not 
always well appreciated, and they have been reinforced, except with 
respect to trade between Canada and the others, by governmental 
management of sterling in the postwar era. Even tighter ties of 
commercial policy and currency arrangements link continental metro- 
politan countries to their overseas territories and place rival suppliers 
either of foods and materials to the continental metropoles or of 
advanced manufactures to the territories at a competitive disadvan- 
tage even as non-British or nonsterling rivals are at a disadvantage 
in the sterling area. (Nationalism in overseas France must derive 
much of its impetus from the mercantilist commercial policy of 
France which forces these territories to direct a very high proportion 
of their trade to France. In assessing Arab nationalism it is well to 
bear in mind our own colonial experience with such trade policies.) 

European Payments Union strengthens the complementary rela- 
tions among continental OEEC countries and sterling-area countries 
to the disadvantage of competing dollar sources of supply. And there 
is a whole network of trade and payments agreements linking up the 
different nondollar countries. 

Whereas governmental commercial and financial policy serves to 
tie one group of countries to the United Kingdom and sterling area 
and another group to continental countries, countries oriented toward 
the United States are only in small measure affected by preferential 
commercial policies. As far as I know these extend only to Cuba 
and the Philippines among countries outside the United States cus- 
toms area. The group of countries trading principally with the 
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United States does so mainly for private commercial reasons and 
ties of private investment rather than because governmental arrange- 
ments make it preferable. 

This is not to say, however, that United States commercial policy 
has no relation to the tendency for the world to form along trading- 
bloc lines. The basic structure has developed over a long period and 
was greatly influenced by the difficulties of the 1930’s to which United 
States commercial policy contributed: But in the war and postwar 
periods, discrimination by countries not realizing most of their export 
proceeds from sales to the United States has been consolidated as a 
defense against their dollar shortage. 

Before the war Western Europe met part of its import needs for 
foods and materials by trading a line of advanced manufactures 
with Eastern Europe. With the reorientation of the trade of the 
Eastern European countries toward the Soviet bloc, Western Europe 
was forced to look elsewhere to meet these needs. At the same time, 
as I have noted above, wartime developments made its prewar sources 
in South America and elsewhere in the Eastern Hemisphere poorer 
sources of supply. As noted above, wartime isolation had encour- 
aged local industrial growth in many of these places, and in not a few 
industrialization under forced draft had become the social goal. Gov- 
ernments designed economic policies to draw resources into new indus- 
tries at the expense of further growth in agriculture, and in not a 
few industrialization under forced draft had become the social goal. 
Governments designed economic policies to draw resources into new 
industries at the expense of further growth in agriculture, and in 
not a few instances population growth made inroads on the surpluses 
previously available for export. At the same time the import pattern 
of these traditional prewar sources of foods and materials for Western 
Europe underwent a shift. 

With the growth of local production there was less need for them 
to import the textiles and consumables previously imported from 
Western Europe and more need to import heavy equipment which 
Western Europe could supply in insufficient amount because of its 
own pressing reconstruction and growth needs. So the historical 
trading partners of industrial countries in Western Europe looked 
to the United States to satisfy their needs, but they were short of 
dollars since the assets on which they could draw were either current 
earnings from Western Europe or assets held in Europe. On their 
side, the European countries were short of dollars because the needs 
they could not cover out of current trade also consisted of supplies 
which the dollar area was quite able to supply. 

Both the affiliated countries of Western Europe and the main 
market centers themselves thus felt a common need to economize on 
doliar exchange but it is important to note that had Western Europe 
been able to pay dollars for all its import needs, it could have encour- 
aged its prewar suppliers to expand the production of foods and 
materials for export in exchange for currency in the United 
States. So, in a sense, the dollar shortage outside Western Europe 
was partly a reflection of Europe’s lack of dollar earnings. It may 
also be said to reflect Western Europe’s inability to deliver the goods 
that its traditional markets had come to want. 

We are all familiar with the means employed to meet this problem 
of the dollar shortage. Partly it was met by the extension of extraor- 
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dinary aid by the United States which Western Europe used to 
purchase supplies from dollar sources and to make dollar payments 
to cover some of its deficits from nondollar sources. Partly it was met 
by suppressing less essential demands for dollar goods by curbs on 
imports from dollar sources, and partly by the establishment or con- 
solidation of preferential arrangements among nondollar countries to 
encourage the growth of mutually beneficial trade among them. 
Countries affiliated with Western Europe joined in discriminatory 
preference arrangements either because of political ties or because in 
turn their alternatives were unattractive, for example the difficulties 
some affiliates would have had in meeting competition of subsidized 
American agricultural exports. Thus mutuality of advantage has 
existed for countries not trading principally with the United States 
both in the main centers and overseas to engage in concerted discrim- 
ination against dollar supplies. In turn dollar sources have found 
trading among themselves the more profitable. 

Now what is wrong with this picture? Is it not a laudable course 
for a group of countries with economic difficulties to try to improve 
their lot by expanding a mutually profitable trade? To give an answer 
to such a question we must have a point of view. To my way of 
thinking, the United States, because of its strong economic position 
in the world and position of political leadership among free countries, 
can take a very broad viewpoint and consider that its interests are 
served by developments which shore up the economies of friendly 
nations and which secure a greater efficiency in the utilization of the 
resources available to the free world. Now, one of the best guides we 
have to the efficient utilization of resources is the exercise of free choice 
by individuals, and when the commercial and financial policies of gov- 
ernments seriously frustrate buyers around the world from securing 
supplies from the most favorable sources we can expect that economic 
efficiency is being impaired. Such impairment seems to me to be 
particularly serious for the less developed countries having at best low 
standards of living, and I suspect the spirit of anticolonialism in the 
Middle East and Asia is fed by a realization that existing arrange- 
ments penalize dependent territories. 

Now, certainly the growth of trade among a group of free-world 
countries within a protected, discriminatory preference area is more 
to the interest of the United States than no growth of trade or its 
absolute decline. But does it represent the best that can be done? 
Statements which have been made at frequent intervals since the war 
by leading statesmen of Western Europe proclaiming as ultimate goals 
the convertibility of currencies and ultimate abolition of import and 
exchange controls attest to their hope that more can be done as time 
and Western Europe’s growing economic strength permit. As we 
have seen Western Europe’s dollar problem decline in severity and its 
export potential rise, we have also seen a lively debate on the time- 
liness of a “dash for convertibility,” the introduction of an increasing 
measure of convertibility for sterling, the deutschemark, the Dutch 
guilder, and a measure of dollar trade liberalization among OEEC 
countries. There is thus much sentiment in other countries for doing 
better than has been done for freeing up world trade, and the problem 
I would urge this subcommittee to consider is, How can United States 
tariff policy be modified to accelerate this tendency and secure a sig- 
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nificant reduction in, if not the complete elimination of, the existing 
discriminatory arrangements ? 

If this could be accomplished, we could expect world trade to grow 
in the directions of greater economic efficiency under the dictate of the 
freer choices which would be open to buyers in Western Europe to 
shop for supplies in the United States and other dollar sources and 
for buyers in third market areas to shop for goods in the United States 
as well as in Western Europe. One might expect that United States 
tariff concessions designed to augment Western Europe’s dollar earn- 
ings would contribute to such a development, since in the measure that 
United States increased its expenditures in Western Europe those 
countries would be better able both to suffer increased competition 
with the United States in markets where they are now protected and 
to convert to dollars deficits they might run with their present non- 
dollar trading partners. In turn, the opportunity to earn convertible 
currencies from Western Europe would compensate nondollar coun- 
tries for the difficulties they would encounter in meeting stiffer com- 

etition from dollar sources in their present protected markets in 
estern Europe. There seems to exist here the basis for a multi- 
lateral negtiation, but the quids and quos to be exchanged are not of 
the kind we have thus far known under the reciprocal-trade program. 
Rather United States concessions would be designed to introduce dol- 
lars into world markets at those points where the lack of dollars has 
required the use of special discrimination against dollar imports and 
the United States would make these concessions in return for the estab- 
lishment of convertibility and the substantial reduction of the exist- 
ing preferences which are shaping world trade into discriminatory 
trading blocs. The concessions we would seek would require the 
cooperation of third countries so the negotiation would need to be 
multilateral. Moreover, since United States tariff reduction might 
not in fact augment Europe’s dollar earnings greatly, some financial 
arrangement might be needed also to secure the establishment of con- 
vertible currencies. 

The “deal” I would look for is thus a big one which might involve 
standby credits as well as tariff reductions. Because I believe the pos- 
sibility of such a “big deal” to be real, I believe a unilateral reduc- 
tion in United States tariffs would be a mistake. We need to use our 
tariff bargaining power to encourage other countries do the things they 
need to do to help themselves. A recent report of the OEEC on the 
Liberalization of Europe’s Dollar Trade, Paris, 1956, states the op- 
portunity in these terms: 


Further progress by the United States toward a more liberal trade policy, which 
will allow a further growth of imports from Europe, may in the long run be an 
essential factor, in the further liberalization of Europe’s dollar trade, which will 
become more and more important as extraordinary dollar receipts are reduced. 
It is also important that the significant progress already made should not be en- 
dangered by the use of restrictive escape clauses by the United States (par. 154, 


p. 64). 

But the benefits of such a bargain as I conceive is not really measured 
by the dollars which the world would earn from the United States and 
the expansion of United States exports which would follow; rather it 
extends to the gains from the introduction of greater efficiency into 
the international economy. Buyers in many different places would be 
able to buy in cheaper sources and resources would be freed, not only 
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in the United States, but in other countries as well, for the expansion 
of production where it was most advantageous, and it is in such a 
growth in efficiency that the main gains would accrue. 

- Effects on interarea surpluses and deficits: Commercial policy 
changes which resulted in only relatively small shifts in the pattern 
of world trade might substantially modify the pattern of net balances 
between areas. This can be seen from an examination of the net inter- 
area surpluses and deficits which have been the result of the exchange 
of goods and services in 1951. I have constructed a set of accounts of 
these transactions measuring the gross goods and services transactions 
between world areas in that year and the corresponding net goods and 
services balances between areas; after taking account of the foreign 
aid, capital movements and gold flows between areas, these yield an 
estimate of the interarea settlements which were associated with the 
pattern of world trade in 1951, as shown in table 4. 

(Table 4 is as follows :) 


TABLE 4.—Gross and net goods and services transactions and multilateral settle- 
ments between world areas in 1951 


{In millions of dollars] 









































Debits by— 
Credits by— | | Non- United | 
All Sterling | sterling States | Latin 
areas area EPU and | America| Other 
| and Canada 
| EPU and IO 
i 
A. Gross goods and services transactions 
} 1 | 
AR Se 101, 120 28, 920 28, 590 22, 830 9,830 | 10,950 
CU a is 5 ch 0dbdGe cds cake en 26, 880 13, 050 5, 480 3, 990 1,170 3, 190 
Nonsterling EPU and EPU---......-.....-- 27, 410 5, 880 13, 620 3, 590 1, 690 2, 630 
United States and Canada and IO________-- 27, 050 5,010 5, 420 7, 700 5,770 | 3,150 
EAGER Ds ths cad cp degecadeds bodebiens j 9,110 | 1, 410 1, 640 4,730 | 850 480 
OU Abaco dees DB hdits sche theo 10, 670 | 3, 570 | 2, 430 2, 820 | 350 1, 500 
| | | 
B. Net goods and services transactions ! 
| 
S Rar isi sk gh ae ete de deta) wee —2, 040 | 0 —400 —1, 020 | —240 | —380 
Nonsterling EPU and EPU----..--....--- —1, 180 400 0| —1,830 50 | 200 
United States and Canada and IO 4, 220 1, 020 | 1, 830 0 1, 040 | 330 
Latin America.............------- —720 240 —50 | —1,040 0 | 130 
OUM atts Soe a det aR —280 380 | —200 | —336 —130 0 
j | 
| C. Net multilateral settlements and error 2 
l ie UE 
Stet ON. tid aes banks a5 se nccb mete ine th —230 0 | —550 30 | 190 100 
Nonsterling EPU and EPU--..-_-...._.... | 210 550 0; 210 —10 —120 
United States and Canada and IO_________- | 170 —30 210 0 —350 | 340 
Fy ee a ae eee —10 —190 10 350 | 0 —180 
340 | 180 | 0 


ORD re a —140 —100 120 | - 


1 Minus mark equals net credit of area at left and net debit of area at top. 
? Minus mark indicates net credits in account at left and net debits in account at top required to balance 
the area’s account; net balances to be settled are of opposite sign. 


Source: Herbert B. Woolley, “Transactions Between World Areas in 1951,’’ paper delivered at the Uni- 
versities-National Bureau Committee for Economic Research Conference on International Economics, 
mimeo April 1956, pp. 122 and 124. 


Dr. Woottey. I should like to call attention to the fact that the 
gross transactions in table 4, part A, include estimates of the trade in 
83979—56—pt. 23 
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services and have been adjusted to channel the bulk of oil transactions 
through New York and London. For these reasons the total is larger 
than the total for merchandise trade alone given above in table 3. 

The exchange of goods and services between countries had grown 
in 1951 to about $100 billion per year with a comparatively small 
measure of imbalance between principal interest groups. Because 
transactions between world areas in 1951 were credited to areas in 
about the same proportions as they were debited, each of the five 
world areas covered a high proportion of its current debits from cur- 
rent credits or spent most of its current earnings for goods and serv- 
ices. The net balance of each broad area with the world as a whole 
thus came to a small fraction of its total credits or debits. More 
than that, the level of goods and services payments by an area gen- 
erally was close to the same order of magnitude as receipts from its 
partner. In only 3 instances out of the 10 pairs of areas does the 
debtor area deficit with a partner exceed its earnings by more than 
25 percent. The largest of these—the nonsterling EPU surplus with 
the United States and Canada—was 51 percent of the earnings by the 
United States and Canada. The net goods and services balances be- 
tween areas given in part B of the table thus in the main represents 
fairly small relative differences between credits and debits of paired 
areas. 

And to a large extent the net transactions between the five areas 
which did emerge were covered by private and official transfers (aid) 
or by capital movements and gold flows representing gains or losses 
of assets and claims on the future. After allowance is made for these, 
the net balances which an area in deficit covered by earnings from 
another partner are even smaller although still significant and of in- 
terest. These are shown in part C of table 4 and reveal the limited ex- 
tent of multilateralism in 1951. (Ideally the multilateral settle- 
ments of an area with all its partners should sum to zero. That there 
are net balances of each area with the world in part C of table 4 in- 
dicates the residual net error in the estimates we have made of trans- 
actions between areas.) The pattern of interarea settlements by which 
an area employed earnings from one direction to cover obligations due 
in another shows a flow of funds from the United States and Canada 
to the nonsterling EPU area and Other, both areas to which the United 
States had extended sizable economic assistance in 1951 and in which 
the United States had made large military expenditures for the con- 
duct of the Korean war or for mutual security. Nonsterling EPU 
drew funds from its transactions with Other and made net payments 
to the sterling area. The sterling area in its turn made payments to 
Other and Latin America. Latin America also drew from Other and 
paid out to the United States. 

These payments are shown in the following figure. (This figure 
shows a different pattern of settlements than the one I published re- 
cently in an article in World Politics (July 1956) owing to the differ- 
ent treatment of oil company transactions. The differences in ac- 
counting are discussed in my paper on “Transactions in 1951” (op. 
cit.).) I have not indicated in the figure the direction of settlements 
between the sterling area and the United States and Canada or be- 
tween Latin America and the nonsterling EPU since these are so smal! 
in relation to the possibility of error that I believe their direction is 
uncertain. While the element of error in other balances may also be 
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quite large, I am inclined to feel that the broad picture of the direc- 
tion, if not magnitude, of interarea settlements is probably right. 
In any event, it 1s as close as anyone has been able to come to measur- 
ing the flow of settlements between areas. (If we had separate ac- 
counts for parts of the sterling area, parts of the nonsterling EPU area 
and Canada, we would observe interarea settlements between the main 
centers and their affiliates which might have been substantial. The 
five-area scheme of table 4 is not well designed to reveal the nature 
of settlements among the seven natural divisions (including the Soviet 
bloc) into which countries fall when arranged according to their 
trading interests. ) 
FIGURE 


The pattern of net interarea settlement in 1951; arrow indicates direction 


Sterling Area 


of net payments (debits) : 


U.S. and Canada Nonsterling EPU 
and Int'l Org. and EPU 


I am still working on estimates which will show the similar pattern 
of interarea settlements for each of the 5 years 1950-54. At this junc- 
ture all I can say about the other years is that they are likely to look 
somewhat different from the 1951 pattern and we must be careful 
about making generalizations based on 1951. But I think we can 
safely conclude from the figures in table 4 that the degree of multi- 
lateralism by which an area employed net earnings from one area to 
cover deficits elsewhere was at a pretty low level compared with the 
gross transactions involved. Moreover, there is little indication in 
the figures of the kind of multilateral pattern which economists have 
thought existed prewar with Europe covering a deficit owning the 
United States by earning dollars from third areas which in turn earned 
from the United States; instead, if anything, dollars earned from the 
United States by the nonsterling EPU area were channeled through 
Latin America and Other in getting back to the United States. 

Finally, I think it is safe to conclude from the estimates in table 4 
that modifications of commercial policy of governments around the 
world, for example through a successful negotiation to eliminate dollar 
(liscrimination and establish convertibility such as I have urged, could 
change greatly the multilateral character of international trade, for 
quite evidently it requires only small percentage changes in the pattern 
of gross transactions between areas in part A of table 4 to produce 
very great shifts in the pattern of net settlements in part C. If we 
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could achieve convertibility of European currencies and increased 
competition in third markets between the industrial countries of West- 
ern Europe and the United States on the one hand and between the 
United States and primary producers in the European market, I would 
expect the degree of multilateralism to exynind. If United States 
tariff concessions favored Western Europe with larger dollar earnings, 
they could either spend them directly in the United States for, say 
agricultural products, or, if prices were more favorable elsewhere, 
secure more primary goods from third areas which would now have 
an increased incentive to produce foods and materials for the Euro- 
pean market to secure dollars, and in turn third areas would be able 
to use these dollar earnings from Europe for the purchase of goods in 
the United States. In any case the level of world trade would rise 
and the secondary trading relations between the principal interest 
groups would be strengthened. 

Mr. Harrison. Mr. Martin. 

Mr. E. Martin. Dr. Woolley, you spoke of our tariff bargaining 
power. Do you think we have much of it? 

I have in mind the figures of the Tariff Commission that our tariff 
averages 1214 percent on dutiable imports and around 5 to 514 percent 
on all imports. 

Dr. Woottry. I beiieve an examination of the tariff schedule would 
indicate some areas of tariff levels which would be considerably higher 
than the average. Our bargaining opportunities; that is to say, the 
things other countries would be interested in securing from us, are 
to be measured in terms of the opportunity of reducing protective 
duties. I believe we have considerable bargaining power. 

Mr. E. Martin. Do you think that there is much opportunity to 
expand our imports as a result of our reducing our tariff? 

Dr. Woottry. There have been several studies of that made. I 
have not made a formal study of it myself, but the one which I believe 
stands in greatest repute is that which Dr. Humphrey made which 
indicates that the likely effect of the elimination of the tariff, if you 
can conceive of such a thing, politically, would be on the order of a 
billion dollars or two billion dollars or something of that sort. It 
depends on how you measure the importance of such increased dollar 
earnings. As I indicated in this presentation, I am inclined to meas- 
ure the importance of reducing tariff barriers more in terms of the 
advantages to be gained from wider competition than in terms of the 
monetary or exchange effects. If we were able to trade increased com- 
eens in the American market for increased competition in the 

uropean market and in third markets, the ultimate results, from 
increased growth of efficiency would be the ones that would be impor- 
tant. At the same time, there would doubtless be fairly small increas- 
ing direct dollar earnings. 

Mr. E. Martin. Increased imports, as a result of trade concessions 
could not make very much of a contribution to currency convertibility 
unless they were substantial, could they? 

Dr. Woottey. As I say, I believe the monetary effect would doubt- 
less be insufficient in size from any tariff—any tariff negotiations one 
could conceive of, any tariff concession that we could conceive of 
making, and that would, I am inclined to think, be insufficient of itself 
to establish a basis of convertibility of currency. However, as part 
of the package deal which was dictated and the widening competition 
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around the world, and the lowering of trade barriers, not only the 
United States trade barriers, because there are trade barriers that exist 
outside the United States that cut up the rest of the world into small 
markets, and they are, I think, more of a detriment to the economic 
efficiency of the free world than is our own tariff, and our negotiations 
should be directed, in my opinion, toward seeking to secure a reduction 
of the trade barriers between other parts of the world. 

To meet your question directly again, the likely increase in dollar 
earnings in Western Europe from tariff concessions by the United 
States would be small, that is, small in terms of about $1 billion or $2 
billion, as that is the order of magnitude that the estimates have indi- 
cated, $1 billion or $2 billion, which is substantially more considered in 
relation to the net balances between areas, but it would not be sufficient 
in and of itself to establish a basis for convertibility of currency. In 
addition to that, other things would have to be done. The increased 
competition to which European producers would be subject by open- 
ing up their markets to dollar sources of supply in and of itself would 
provide another basis for establishing a basis for convertibilities. The 
reason the Europeans have not been able to establish convertibility has 
been due to their lack of ability to compete; it has been through a lack 
of ability to cover their needs with dollars. The effect of such a pro- 
posal as I have made operates on both sides of their market, not only 
here but there; it helps them to buy more and to sell more. 

Mr. E. Martin. One final question about possible tariff concessions. 
Have you given any thought to the question of whether or not we ought 
to continue the present concept of serious injury as embodied in the 
escape-clause and peril-point provisions and as to whether we ought 
to relax or intensify that requirement ? 

Dr. Woottey. I can only answer that from the point of view which 
I am expressing in this paper. It is not a subject that I have made 
a a study of, but I would like to call your attention to the foot- 
note on page 24 of my brief which I did not read because I wanted 
to economize on time here. This is the way in which Europeans look 
at the problem of the liberalization of Europe’s dollar trade, and they 
state; that is, the Secretary of the Organization for European Eco- 
nomic Cooperation, states: 

Further progress by the United States toward a more liberal trade policy, 
which will allow a further growth of imports from Europe, may in the long run 
be an essential factor (in the further liberalization of Europe’s dollar trade), 
which will become more and more important as extraordinary dollar receipts 


are reduced. It is also important that the significant progress already made 


should not be endangered by the use of restrictive escape clauses by the United 
States. 


Mr. FE. Marri. I understand that is the European view, but I was 
asking for your view. I take it you do not have any view on that 
point; is that it? 

Dr. Woottry. From the point of view of the proposal that I am 
advancing here, I believe that the European viewpoint has to be taken 
into account. 

Mr. E. Martin. That is all. 

Mr. Harrison. Mr. Morrison. 

Mr. Morrison. Dr. Woolley, I think some observers of these matters 
that you have discussed have felt that the development of these trad- 
ing systems, like the sterling area, are something like, or are designed 
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to provide a trading area, similar to that which the United States 
already enjoys in having within its boundaries a diversity of resources 
and a market equivalent to what these other devices are designed to 
develop elsewhere. 

Have you any observations to make on that? 

Dr. Woot.ey. I believe that is correct. The tendency of the world 
to develop blocs, on trading-bloc lines, does represent their effort to 
“adjust them to their mutual satisfaction to secure mutual advantages 
and opportunities for trade. Such trade blocs do not have, however, 
all of the attributes of the domestic American market. They do not 
have a common currency and they do not have a common fiscal man- 
agement, and the extent to which they have a common commercial 
policy is imperfect. So that while they are growing in the direction 
of a single unified market, such as we have in the United States, they 
are a long way from it, but they do represent a tendency to strive for 
some of the same advantages that we have in our continental market. 

I think it is fair to say that we find a conscious movement in some 
of these countries to favor, for example in the British Empire, that 
preference as an alternative way out, and the proponents of such a 
philosophy of trading gain strength every time the United States 
economy takes a dip as it did in 1953, and we found these articles and 
pronouncements reaching the sterling area to look to its internal 
sterling area market more intensively, but it was a matter of some 
eratifie: ation and reflection on our postw ar economic policy that in 
the last recession that the United States had, which was in 1953 and 
1954, we did not see any tendency develop i in Western Europe for a 
resurgence of discriminatory protection. There was some talk of it 
but the actions of governments in Western Europe were not in that 
direction. They maintained a degree of trade equalization, not hav- 
ing had to increase it, and they have shown a very, very determined 
effort. to repulse a discriminatory rate spreading to areas in which 
they were able to make progress. My feeling is that some concessions 
on our side may make it possible for them to ‘do it more rapidly. 

Mr. Morrison. Some of the observers, I think, have felt that some 
security with respect to sources of particular types of goods was neces- 

sary to reduce the intolerable impact of competition on domestic pro- 

grams, that, with the rigidity that you get in the wage and price 
structure, that: the economy of a country “like Britain cannot stand 
the impact of developments which are beyond its control entirely. 
That is, they make the same defense for the development of these 
arrangements as is made for the tariff system in the United States. 
Do you think that there is anything in that idea? 

Dr. Wootiey. Well, the arguments that are made for protection 
around the world are very much the same, and I think the replies to 
those arguments are very much the same too, that there is a cost in- 
curred in protecting home industry and this cost has to be weighed 
against the gain. 

“Mr. Morrison. One last question, Dr. Woolley, with reference to 
your statement about the development of a new idea of reciprocal 
trade needing to be introduced, I think it was quite clear in the GATT 
negotiations, that creating a climate in which the European countries 
would be able to restore the convertibility of their currencies, that that 
was a consideration in these negotiations. Do you have in mind some- 
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thing more definite than that to give effect to this new conception of 
reciprocal trade that you spoke of? 

Dr. Woouttey. Yes. The progress that has been made in Western 
Europe toward decreasing the measure of dollar discrimination has 
been reflected there in the climate established by our postwar trade 
negotiations. That is what is going along, that is where we are, and 
we are going along at a certain pace. I feel that we could accelerate 
the trend of events by following a more positive program in our tariff 
negotiations in which one of the concessions we would make on our side 
would be a reduction in tariffs, and the concessions to be made on their 
side would be an acceleration beyond the limits that they are presently 
locally able to do under the circumstances in their utilization. 

Mr. Harrison. Thank you for your very enlightening statement, 
Doctor. 

Dr. Wooittey. Thank you, Mr. Chairman and gentlemen of the 
committee. 


STATEMENT OF R. W. HOOKER, VICE PRESIDENT OF HOOKER 
ELECTRO CHEMICAL CO. 


Mr. Harrison. Our next witness is Mr. R. W. Hooker, vice president 
of the Hooker Electro Chemical Co. 

Mr. Hooker, we are glad to have you here. 

Mr. Hooker. Thank you, Mr. Chairman. 

Mr. Harrison. Can you tell us about how long it will take you to 
make your presentation ? 

Mr. Hooxer. I[ think it will take about an hour and 10 minutes, sir. 

Mr. Harrison. We will go ahead and continue for a while then. 

Mr. Hooker. Thank you, Mr. Chairman. 

Mr. Harrison. We want you to make your presentation as fully as 
you think proper, and we do not want to interfere with it but we have 
7 or 8 more witnesses to be heard, and we would be grateful if you 
would do anything you could to expedite it. 

Mr. Hooxer. I will do the best I c: in, sir. 

Mr. Harrison. Thank you, sir. 

Mr. Hooker. Mr. Chairman and members of the subcommittee, my 
name is Wolcott Hooker. I appear at the invitation of the subcom- 
mittee. What I shall say represents my own views, not necessarily 
those of my company or the industry in which I serve. 

The creation of this subcommittee and its decision to lose no time 
in studying the administration and adequacy of our Nation’s tariff 
and trade agreement laws were welcome events. 

For the past 22 years tariffmaking and the regulation of foreign 
commerce have been conducted not by the Congress but essentially by 
the State Department under the trade agreements program. 

The State Department’s administration of the trade agreements 
program can be divided into two periods. The first, from 1934 to 
1947, comprises the “pre-GATT” period during which the Department 
negotiated bilateral agreements. The U nited States would bargain 
with one country at a time for the reciprocal exchange of tariff con- 
cessions. Trade agreements were concluded with 29 foreign countries. 

As of 1947, 64 percent of our dutiable imports were subject to reduced 

rates (based on 1939 import statistics) (table 14, U. S. Tariff Com- 
mission Rept. No. 160 (2d series) ). 
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The second period, 1948 to the present, comprises the “GATT” era 
during which the State Department has carried out extensive reduc- 
tions in United States duties through multilateral negotiations with 
GATT’s other 32 members (not including Czechoslovakia). 

As of today the United States has in effect trade agreement con- 
cessions granted to 50 nations in bilateral agreements and under 
GATT. Under GATT alone in five negotiating sessions (Geneva 
1947, Annecy 1949, Torquay 1951, Geneva for Japan 1955, Geneva 
1956) the United States has granted 4,700 concessions. Today nearly 
90 percent of all dutiable imports which enter the United States are 
subject to duties which have been reduced at least once (Cf. table 2, 
U.S. Tariff Commission, Effect of Trade Agreement Concessions, etc. 
(1953) ), and in many cases several times under the trade agreements 
program. The average incidence of the United States tariff, measured 
by dutiable imports has dropped from the equivalent of 46.7 percent 
ad valorem in 1934 to 12.6 percent in 1955 (U.S. Tariff Commission, 
Statistical Division T. C. 24655). 

In comparison with its many thousands of duty reductions under 
the trade agreements program, the United States has withdrawn in 
whole or part only seven concessions (fur felt hats, hatters fur, dried 
figs, cloverseed, watch movements, bicycles, and toweling). 

Congress made an effort to provide a mechanism for balancing con- 
flicting interests in the trade agreements program. The primary prin- 
ciple on which it hinged the delegated authority was the regulation 
of imports— 
in accordance with the characteristics and needs of various branches of Amer- 
ican production so that foreign markets will be made available to those branches 
of American production which require and are capabie of developing such 
outlets by affording corresponding market opportunities for foreign products 
in the United States (sec. 350 (a), Tariff Act of 1980 as amended by the act 
of June 12, 1934). 

Examine closely, if you will, the elements of this basic principle of 
the Trade Agreements Act of 1934. 

First, it is a principle of regulating imports. Webster tells us that 
“to regulate” means “to fix the amount, degree, or rate of, by adjusting, 
rectifying, etc.” Its chief synonym is “to control.” Plainly what 
Congress intended was a procedure under which some control would be 
exercised over imports. 

Second, a particular kind of regulation or control was specified. 
Imports were to be regulated— 
in accordance with the characteristics and needs of various branches of Amer- 
ican production. 

This, then, was to be the norm of regulatory action—the fixing or 
control of the amount of imports which was responsive to the char- 
acteristics and needs of domestic production. The committee reports 
emphasize the meaning of this basic rule by declaring— 

It is clear that the authority which (the bill) would delegate to the President 
must be very carefully exercised so as not to injure manufacturers or domestic 
producers (H. Rept. 1000, 73d Cong., 2d sess., p. 13). 

Third, a reduction in United States duties within the previously 
described limit was permitted for a particular purpose: to make for- 
eign markets available to United States producers who require and are 
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capable of developing such markets, by affording corresponding 
market opportunities for foreign products in the United States. 

Certainly two things are required here—there must be American 
producers who ee te access to foreign markets, which they do not 
have, and which t ey are capable of developing; and there must be 
foreign producers who require access to the United States market, 
which they do not have, and which they are capable of developing. 

Fourth, duties were not to be reduced in any event unless the 
President found as a fact that— 
existing duties or other import restrictions of the United States or any foreign 
country are unduly burdening and restricting the foreign trade of the United 
States. 

This requirement for a factfinding was not inadvertent or lightly 
passed over. It was not present in the trade-agreements bill as intro- 
duced. It was added by the Senate Finance Committee with the 
explanation that the change was made— 

to make clear that Congress under the proposed bill is establishing a policy 
and directing the Executive to act in accordance with the congressional policy 
only when he finds as a fact that existing duties or other import restrictions 
are unduly burdening and restricting the foreign trade of the United States 
(S. Rept. 871, 73d Cong., 2d sess., p. 17). 

Finally, the President was required to find as a fact that the pur- 
pose specified in the statute—which we have already discussed—would 
be promoted by modifying United States duties accordingly. If the 
modification of particular duties obviously was incompatible with 
the characteristics or needs of particular domestic producers, or if 
the duties to be affected had no relation to the need of United States 
or foreign producers for corresponding market opportunities which 
they were capable of developing, the modification was not authorized, 
or intended by the Congress to be made. 

I have gone into the scope of the authority delegated by Congress 
in the Trade Agreements Act so thoroughly for a reason. Only with 
a clear understanding of the limits of this authority in mind can 
this subcommittee make a meaningful study of the administration of 
the act. 

With this background, let us examine the first topic you have asked 
me to discuss. That is, the procedure relative to preparation of the 
list of those items subject to trade agreement negotiations and relative 
to peril-point investigations. 

Section 4 of the 1934 Trade Agreements Act directs the President 
to give— 
any interested person an opportunity to present his views— 
either to the President or to some agency designated by him— 
before any foreign-trade agreement is concluded with any foreign government. 
It also requires— 
publie notice of the intention to negotiate an agreement with such government. 


By Executive Order 10082 the President established procedures 
for the administration of the trade agreements program— 


in order that the interests of the various branches of American economy may be 
effectively promoted and safeguarded. 
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It created a Trade Agreements Committee through which the Presi- 
dent would seek the advice of the Tariff Commission and cognizant 


Government agencies such as Defense, Commerce, Labor, Agriculture, 
and State. This was done— 


in order to coordinate the program with the interests of American agriculture, 
industry, commerce, labor, and security. 

This executive order also established a Committee for Reciprocity 
Information, composed of the same personnel as the Trade Agreements 
Committee, to receive the views of interested parties, as required by 
section 4 of the act. 

The Executive order directs the Trade Agreements Committee to 
lay the list of items proposed for trade agreement negotiation before 
the President. On approval by the President, the list is published so 
that interested parties may then present their views to the Committee 
for Reciprocity Information. The Tariff Commission is then directed 
to make an analysis of the facts relative to trade, production, and 
consumption of the items listed, the probable effect of granting a con- 
cession thereon, and the competitive factors involved. The Depart- 
ment of Commerce is also directed to make a similar analysis. These 
analyses, identical in scope, are then to be submitted to the Trade 
Agreements Committee in digest form. 

A major defect in the implementation of this Executive order exists 
in the procedure followed in the Department of Commerce. The 
responsibility for administering the Department’s functions under the 
trade agreements program is placed in the Bureau of Foreign Com- 
merce rather than in the office of the Assistant Secretary for Domestic 
Commerce (see 21 F. R. 2993). 

The Bureau of Foreign Commerce is directed to “coordinate within 
the Department by consultation with the Business and Defense Serv- 
ices Administration” (a part of the Domestic Commerce side of the 
Department). But judging from the published lists it has generally 
either ignored Domestic Commerce entirely in matters connected with 
the list of articles for trade agreement negotiation; or, it has rejected 
as unsuitable for a departmental viewpoint that Division’s analysis 
of production, consumption, the probable effect of granting a conces- 
sion, and the competitive factors involved. In short, the Bureau of 
Foreign Commerce appears to have stifled the technical judgment of 
the industry divisions in the Domestic Commerce side of the 
Department. 

The Executive order also authorizes other executive departments, 
members of the Trade Agreements Committee, to make special studies 
within their respective spheres of responsibility for submission to the 
Committee. Here, also, the responsibilities have actually been lodged 
in the Foreign Economic Affairs office of the departments concerned. 

In the Department of Defense, for example, the task of sitting on the 
Trade Agreements Committee and preparing any special studies of 
the national security aspects of proposed trade agreement reductions 
has been given to the Office of Foreign Military Affairs. The pri- 
mary responsibilities of that Office seem far from the area of compre- 
hension required for a considered evaluation of the strategic or military 
importance of domestic productive capacity which is or may be af- 
fected by imports. 

The Executive order itself does not provide for any procedure for 
the preparation of the preliminary list which is submitted by the Trade 
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Agreements Committee to the President. Thus, the personnel of the 
Trade Agreements Committee are given wide latitude in interpreting, 
without fear of rebuke or rev iew, “the permissible scope of selection 
of items for inclusion on the list. The facts which I shall lay before 
you show that little or no effort is made by the Trade Agreements Com- 
mittee to use the statute itself as a guide. 

The State Department has recently described the procedure fol- 
lowed in preparing the initial list (hearings, H. R. 1, Committee on 
Ways and Means, 84th Cong., vol. 1, p. 80 et seq.) 

First, the President decides that trade agreement negotiations should 
be undertaken with a particular country “(country ). There is ap- 
parently no investigation, no factfinding—simply a decision to nego- 
tiate, with a certain country 

Second, the Trade Agreements Committee appoints a subcommittee 
composed of “experts on our trade with country X.” This is the so- 
called country committee. No expressions of interest are solicited 
from United States producers who require and are capable of produc- 
ing outlets in country X for one or more of their products. Instead 
the “experts” study ‘the trade statistics and pick out “the products 
which we import from country X and for which country X is the prin- 
cipal supplier.” They also choose “the items which country X imports 
and for which the U nited States is the principal supplier.” It “ana- 
lvzes these data” says the Tariff Commission (U. 8S. Tariff Commis- 
sion, Report No. 160 (2d Series), p. 31), “in the light of all other fac- 
tors known to it which are pertinent to the future composition and 
magnitude of the trade between the two countries.” There is no pro- 
vision here for a consideration of information concerning the char- 
acteristics or needs of the domestic producers who will be affected by 
increased imports. 

The Tariff Commission also says that the country committee care- 
fully considers the competition between imports and domestic goods. 
It is difficult to see how this consideration could be significant because 
no data on this point are prepared for it by any cognizant agency. 
Even if the “domestic” side of the various agencies were consulted— 
and there is no indication that they are they would be helpless to 
include current information in their submissions to the country com- 
mittee because they are forbidden to discuss the matter with domestic 
industry representatives. 

After taking these steps, the country committee forwards its rec- 
ommended list to the Trade Agreements Committee. 

The next step described by the State Department is simply that 
when the Trade Agreements Committee has made any modifications it 
considers necessary it sends the list to the President. On what basis 
will it make modifications ? 

Nothing is provided in the procedure as described by the State De- 
partment to dee ‘elop any information at this point for the guidance 
of the committee. Yet the committee’s next move is to lay “this list 
before the President. How could he properly approve such a list? 
He has no facts, nor did those below him have any facts pertinent to 
the essential prerequisites for action under the trade-agreements law. 

In summary on this point, I submit that (1) no procedure has been 
established which must be followed by the executive department per- 
sonnel in preparing the preliminary list of articles for trade-agreement 
negotiations; (2) the procedure which is followed is not designed to 
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develop the kind of facts which the statute requires as a condition 
precedent to a trade agreement; (3) the procedure seems designed to 
isolate the decision-making from any serious consideration of the 
characteristics and needs of American producers. 

The next point you asked me to discuss is the extent to which views 
of all interested parties both for and against proposed action are 
given consideration. 

The next steps in the procedure are publication of the President’s 
reliminary list, and the holding of public hearings by the Committee 
or Reciprocity Information, and by the Tariff Commission. 

Two inquiries are pertinent here. Do the circumstances of the 
notice and the hearing give interested parties a reasonable oppor- 
tunity to be heard? Do the number of items included on the list pro- 
posed for negotiation give the Committee for Reciprocity Informa- 
tion or the Tariff Commission any real opportunity to consider the 
facts required by the statute and come to a anninible conclusion ? 

The answer to the first question is contained in the following facts: 

The public list of items for consideration at the Geneva-GATT 
negotiations in 1947 included some 1,900 classes and subclasses of im- 
port classifications. 

The Annecy list of 1948 included some 200 paragraphs and sub- 
paragraphs of the Tariff Act (U.S. Tariff Commission, Rept. No. 163 
(2d series), p. 28). 

The Torquay list in 1950 comprised items included in some 480 para- 
graphs and subparagraphs of the Tariff Act of 1930, embracing about 
2,800 statistical classifications of imports (U. S. Tariff Commission, 
Rept. No. 174 (2d series), p. 52). 

The Geneva list in 1954 (for the benefit of Japan) included 168 
tariff paragraphs or subparagraphs and covered about 600 statistical 
classifications of imports, or parts thereof. A supplemental list added 
28 tariff paragraphs and 50 classifications of imports. 

The Geneva lists in 1955 included 450 tariff paragraphs or sub- 
paragraphs and covered about 1,000 statistical classifications of im- 
ports. 

Notwithstanding the great number of articles embraced by these 
lists, interested parties were given one month or less to submit a 
written brief of their views to the CRI. In that time they were ex- 
pected to identify all of their products which would be affected by in- 
creased imports under the many hundreds of classifications. In ad- 
dition, they were required to marshal the detailed economic informa- 
tion suggested by the CRI in its procedure, including data in the 24 
categories listed below: 

. The domestic producer’s productive capacity. 
. The character and quantity of its output. 
. Its importance in the domestic industry concerned. 
. The character of the domestic industry. 
. Uses of its products. 
. General location of its plants. 
. Number and character of its employees. 
. The temporary or permanent character of jobs. 
. The degree of specialization of skills. 
10. Movement in and out of the industry. 
11. Dependence on local job resources. 
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12. Quantity and value of the annual output. 

13. Position of the industry in the national business structure. 

14. Available information concerning costs in the domestic industry 
in comparison with costs in the principal competing foreign countries. 

‘15. Comparative unit labor costs. 

16. The extent and character of the competition to which the do- 
mestic industry has been or may be subjected by reason of aa 

17. The precise product, by description and by price brackets, in 
which competition has been encountered or is foreseen. 

18. The markets in which import competition is expected. 

19. Suggestions for subclassification of existing competition affect- 
ing products in the class. ’ 

20. Data on past imports and prospective changes in sources if 
if United States duties are reduced. 

21. Data on consumption of the products involved, including trends 
of past consumption and factors likely to influence future consump- 
tion. 

22. The experience of the industry with export markets. 

23. Data relating to types and grades produced or imported, style 
trends, recent inventions, improvement in processes, and the like. 

24. Where the national security is believed by the domestic industry 
to be involved, full substantiating data. 

Bearing in mind this extensive list of data which domestic interests 
are asked to submit to the CRI consider the task facing a multiproduct 
industry. In the chemical industry, for example, even the smallest 
companies may have a product line of several dozen different chemicals. 
An average-sized company would have a hundred or more chemicals 
in its product line. 1e large companies produce and sell thousands 
of individual chemicals. The first job of all these companies when 
a list is published is to ascertain which of their products are affected. 
Tariff classifications for chemicals are usually couched in general 
language. One classification might include a hundred commercial 
chemicals. Four chemical tariff provisions in the 1955 Geneva list 
actually included more than 500 produced by some 250 companies. 
(Concessions were granted on 110 classifications of chemicals at Ge- 
neva in 1955. Over 40 of these are basket classifications.) It took 
tariff experts most of the month’s preparation period to identify the 
cheese and tariff provisions involved. Preparation of a written 
brief or testimony to the CRI or the Tariff Commission under those 
circumstances was virtually impossible. 

The second question is subject to the same discouraging answer. 
The country committees examine abstracts of the testimony presented 
to the CRI as well as the data prepared ex parte by various Govern- 
ment agencies. They draw up lists which are submitted to the Trade 
Agreements Committee. In an earlier day their lists were actually 
reviewed by the Trade Agreements Committee in joint meetings. 
(U.S. Tariff Commission, Report No. 160 (2d series), p. 34.) More 
recently in preparation for negotiations under GATT it appears that 
the Trade Agreements Committee, on receiving the reports of the 
country committees, considered merely “whether balanced agreements 
appeared possible.” (U.S. Tariff Commission, Report No. 174 (2d 
series), p. 53.) The entire process of country committee action and 
Trade Agreements Committee approval occupies less than 2 months 
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after the close of the CRI hearings. It is impossible in this period 
for any but cursory attention to be given the factual aspects required 
by the statute of the thousands of commercial articles which are sub- 
ject to trade-agreement consideration. 

The Tariff Commission’s obligations under the peril-point proce- 
dures specified in section 3 of the Trade Agreements Extension Act of 
1951, as amended, are also impossible of performance under these 
conditions. The Commission is required upon receipt of the public 
list to make an investigation with respect to each article imported to 
determine the extent to which the applicable duty can be reduced 
without causing or threatening serious injury to a domestic industry. 
Conversely, it must also determine if an increase in the tariff is re- 
quired to avoid such injury. It must complete its investigation and 
report to the President within 120 days of its receipt of the list. 

Mr. Harrison. Do you know of any instances where United States 
representatives have ever negotiated an increase in our tariff? 

Mr. Hooxer. I do not know of one, sir. 

The Trade Agreements Committee’s practice under GATT of listing 
thousands of import classifications for negotiation severely handicaps 
the Tariff Commission’s ability to discharge adequately its peril- 
point functions. It is impossible in the 120-day period for the Com- 
mission’s staff to make field investigations of the many products listed. 
Very often the domestic producers actually affected do not even appear 
at the Commission’s public hearings. Many of them are not even 
aware that their products are affected because they cannot interpret 
the general or technical tariff descriptions in which the list is couched. 
No effort is made by the CRI, the Trade Agreements Committee, the 
State Department, or any other Government agency to break the 
tariff nomenclature down into an enumeration of the actual articles of 
commerce affected. Those who do discover that one or more of their 
products are affected often decide, and with reason, that the time 
allotted—usually a month or less—to prepare for appearance in the 
Commission’s public hearings makes an appearance impossible. The 
Commission itself undoubtedly in many cases has little more infor- 
mation than official statistics on imports and production of very large 
categories of products to guide it in its determination. It must often 
reach a decision on the basis of information of a type which it would 
very likely not even consider as sufficient basis for an application for 
an investigation under the escape clause. 

Indeed, I suspect that the most disturbing aspect of this matter is 
that even if the Commission has no evidence or data at all concerning 
items on the list, it may be forced by the situation created by the 
listing of thousands of items to report “findings” to the President that 
the tariff can be reduced the maximum amount then permitted by law 
“without causing or threatening serious injury to the domestic indus- 
try producing like or directly competitive articles.” 

The next topic suggested by you which I shall discuss is the extent of 
the use of public hearings, ex parte information, and the evaluation 
thereof. 

The State Department has always cloaked the actual procedures 
followed in the trade agreements program with considerable secrecy. 
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For example, when the country committee is studying the wholly ex 
parte digests of data prepared for its benefit by the Tariff Commis- 
sion and the Bureau of Foreign Commerce, no domestic producers 
can learn if their products are , under consideration. It is therefore 
impossible for them to offer data pertinent to the factors which the 
country committee ought to consider if the statute is to be its guide. 

The country committee uses ex parte and “confidential” digests of 
data from Government agencies as shown by the following description 
by the Tariff Commission of preparations for the Torquay agreement. 

As required by Executive Order 10082, the Commission also provided the 
trade agreements organization with confidential digests of information on all 
commodities that the United States had listed for possible concession at 
Torquay. These digests included analyses of data relating to the production, 
trade and consumption of each of the articles, to the probable effects of granting 
a concession thereon, and to the competitive factors involved (U. S. Tariff Com- 
mission, Report No. 160 (2d series), p. 34). 

I ask you, why should not these data—prepared by the Tariff Com- 
mission without benefit of a current investigation or consultation 
with the domestic industry—be published or at least disclosed to 
interested parties on inquiry? In no other way can errors or incom- 
plete information in the digests which become a principal basis for 
the country committee’s recommendations be corrected. The Tariff 
Commission itself has commented approvingly on the former prac- 
tice of making these digests public ( DNL). 

These ex parte digests are used by the country committee and the 
Trade Agreements Committee after the public hearings in making 
their final determination of the items to go on the final list. The effect 
of keeping those digests secret serves to deny to interested parties an 
opportunity to direct their testimony and briefs to the correction of 
errors or to supplementing incomplete information. 

Judging from the results of the negotiations, it would not appear 
that the evidence presented by domestic producers to the CRI is 
given very extensive consideration. The general attitude seems to be 
that unless the Tariff Commission makes a peril- -point finding which is 
at or above the existing duty level, there is no necessity for removing 
an item from the list of articles proposed for negotiation. 

The peril- -point procedure did not replace the primary standard 
expressed in the Trade Agreements Act. No reduction is per missible 
at all unless the conditions specified in the act are met. The fact 
that Congress as a precaution also provided the peril-point procedure 
as an outer safeguard to prevent injury to domestic producers should 
not make that ultimate safeguard the principal norm of action. This, 
however, is what apparently has happened. 

The procedure followed in the negotiation of trade agreements in- 
cludes necessarily some attention by or on behalf of the President 
to the peril-point findings of the Tariff C ommission. The State De- 
partment has explained that the Tariff C ommission’s per il-point find- 
ings are “considered,” or “taken into account” by the Trade Agree- 
ments Committee in making its recommendation to the President— 


as to a concession on any particular product (Hearings, Ways and Means (om- 
mittee, 84th Cong., H. R. 5550, p. 47). 
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The type of evaluation made by the Trade Agreements Committee 
of peril-point findings is illustrated in the President’s message to Con- 
gress on June 7, 1956. Explaining, as he is required to do by the 
statute, why he did not follow the peril-point findings on tungsten 
alloys, violins, and violas, he stated : 

It was found that the advantages of negotiating the increases would have been 
outweighed by attendant disadvantages which made it undesirable to accomplish 
the increases by this means. 

No explanation is given of what the “disadvantages” were or why they 
“outweighed” the advantages of negotiating the increases in the course 
of the overall trade-agreement negotiations. 

The next topic concerns the procedures followed by members of 
the United States tariff delegations who conduct the actual negotia- 
tions. 

The State Department heads the United States negotiating team. 
State also heads the Trade Agreements Committee. The United 
States negotiators are bound by the instructions received from the 
Trade Agreements Committee. Minutes are kept by State Depart- 
ment employees of the meetings of the United States delegation, and 
of each negotiating session. The State Department is thoroughly in 
control of the negotiations and the procedures followed. 

The State Department throws a cloak of secrecy around the pro- 
cedures followed by the United States negotiators. Written instruc- 
tions to the negotiators, and the minutes of the United States negotia- 
ators’ meetings, as well as of the negotiating sessions themselves, have 
been kept classified so that access to them Xs members of the public 
has been impossible. 


The Tariff Commission reports that at the GATT negotiating ses- 
sions in 1947, 1949, and 1951, negotiations were conducted on a bi- 
lateral basis, product b pone between teams representing pairs of 


countries (U.S. Tariff Commission, Report No. 174 (2d series), pp. 
54-55). However, the Commission also states that negotiations were 
commenced by each country giving to the other “a list of concessions 
it was prepared to offer.” Copies of these lists were then given to 
other countries (who knew then from the content of the lists that they 
did not need to ask for the items listed since they would get the benefit 
of any reductions made under the most-favored-nation principle). 
The Commission then incongruously states that at these three GATT 
sessions negotiations “were conducted on a selective product-by-prod- 
uct basis.” It adds that “The negotiators on each team thus had an 
opportunity to consider the needs of individual countries and indus- 
tries” (ibid., p. 55). This latter comment with reference to the needs 
of domestic industries, if once justified, would seem no longer appli- 
cable. I judge from a recent State Department document (hearings, 
Ways and Means Committee, 84th Cong., H. R, 5550, p. 48) that in the 
procdure followed in the 1956 GATT negotiations, for example, this 
was particularly not the case. According to the State Department, 
negotiations under GATT are commenced by the United States hand- 
ing the other nations the complete list of items which had been signed 
by the President. The members of the United States team have no 
authority to decide whether or not concessions ought to be granted on 
any listed items. The whole effort is to get the other countries to 
match the United States list by “concesions” on items equaling the 
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volume of trade represented by the United States list. The “negotia- 
tions” apparently consist in the members of the United States team 
asking for more and more concessions from the other countries until 
their lists are regarded as sufficiently equivalent to the United States 
list for an agreement. 

This procedure is a far cry from the promises made to both Congress 
and domestic industries that the authority granted in H. R. 1 would 
be used to carry out new trade-agreement reductions on a selective 
reciprocal basis. There is no selectivity in handing the other countries 
the full list of items approved for consideration by the President 
where the United States negotiators have no authority to refrain 
from granting a concession on any item appearing on the list. 

The restrictions placed upon the members of the United States 
negotiating team are in sharp contrast to the procedure followed by 
the delegations of other countries. They are in frequent consultation 
with representatives of their industries who are either attached to the 
delegation as technical advisers or who are readily accessible via 
telephone. The negotiators for other countries very often will not 
place an item requested by the United States into negotiation until 
they have checked with their industry representatives to determine 
wheher or not the reduction would be eine Of course, under 
the procedure presently followed by the United States delegation, 
there would be no point in having industry representatives attached 
to the delegation as technical advisers. The die has already been cast 
before the negotiations begin. All of the items on the President’s 
list are placed in negotiation and the United States negotiators have no 
authority to avoid a reduction on any listed item if sufficient bargain- 
ing material is offered by the foreign country concerned. 

I would like next to discuss the national-defense amendments. 

As an executive of a chemical manufacturing company whose entire 
productive capacity and skilled personnel were diverted to essential 
war production in both world wars, I have a special concern over the 
proper administration of the national-defense provisions of the trade 
agreements laws. There are two provisions. One forbids the reduc- 
tion of duties which would threaten domestic production needed for 
national defense (sec. 2, Public Law 464, 83d Cong. (1954 Extension 
of Trade Agreements Act)). The other authorizes the limitation 
of imports to avoid the impairment of productive capacity and work- 
ers essential to national defense (sec. 7, Trade Agreements Extension 
Act of 1955). 

Under the procedure established for the first provision, the Chair- 
man of the Trade Agreements Committee is responsible for keeping 
the Office of Defense Mobilization “informed of any serious problems 
which may from time to time arise” in connection with the provision. 
The Trade Agreements Committee—not the Office of Defense Mobili- 
zation—is responsible for providing the President with “appropriate 
information and advice” so that he can make the determinations re- 
quired by the provision (memorandum of the President, October 5, 
1954, to the Chairman, Trade Agreements Committee). 

_ This procedure would not seem to be effective in carrying out the 

intent of Congress. Under the chairmanship of the State Depart- 

ment and staffed by foreign’ economic policy aids of the various de- 
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partments, the Trade Agreements Committee has neither the back- 
ground nor the inclination to be alert to recognize the threats which 
increased imports can pose to domestic productive capacity and skilled 
manpower essential to national defense. 

The legislative provision itself is soundly conceived. But if it is 
to be administered in harmony with the intent of Congress, it is neces- 
ary that the Office of Defense Mobilization be given the authoritative 
voice in determining whether proposed reductions in duty would 
threaten essential productive capacity and manpower. There is no 
basis in the statute for placing in the hands of the Trade Agreements 
Committee, which has no training in such matters, the function of 
determining initially whether its proposed reductions in duty would 
cause serious problems w arranting the attention of the Office of 
Defense Mobilization. Neither is there a rational basis for subjecting 
the determination of the Office of Defense Mobilization to the judg- 
ment of the Trade Agreements Committee. 

The inadequac y of. the existing procedure is evidenced to some extent 
by the fact that in the 1956 Geneva negotiations the duty applying to 
a number of defense chemicals was reduced. This occurred in spite of 
the fact that the domestic industry had built productive capacity under 
our Government’s mobilization goals far in excess of the domestic con- 
sumption of most of these items. Regardless of the level of imports 
on such items, and in some cases it was substantial, there is no justifi- 

cation under such cirevmstances for increasing the amount of domestic 
consumption supplied by imports. 

The second national-defense provision of our trade agreements law 
has been subjected to so much controversy that one would think that it 
deals with some subject other than our national security. This is 
before ary case has actually been decided under the defense amend- 
ment and before any judgment can be formed as to the character of its 
administration. 

The provision contains safeguards against abuse of the authority 
given the President. Before any action can occur, it is necessary for 
the Offic ‘e of Defense Mobilization to form a belief that the national 
security is threatened by imports of a particular commodity. The 
Director of Defense Mobilization has no authority to take any action 
which directly affects imports. He reports his belief to the President. 
It is then for the President to decide not whether restrictions shall be 
placed on imports, but merely whether the threat is sufficiently grave 
as to require an investigation of the facts. Under the statute ‘he may 
direct any Government. agency (it need not be the Office of Defense 
Mobiliz-tion) to make a full investigation of the facts pertaining to 
the possible threat to national security. When the investigation is 
completed. the report of the investigation has no operative effect on our 
customs duties. The report goes to the President; and under the 
statute if, on the basis of the report, he finds that imports are threaten- 
ing to impair the national security, he then and only then is required 
to take such action as he deems appropriate to adjust imports to pre- 
vent that impairment. 

A simple lesson should be learned by the people who cry alarm at 
giving the President and Commander in Chief of our Armed Forces 
even limited power to protect from import injury the productive 

capacity essential for the support of our military forces. The Ameri- 
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can organic chemical industry was created and its continued growth 
fostered by a tariff which was specifically enacted on national defense 
grounds. During World War II the American organic chemical in- 
dustry provided the essential logistical base in organic chemicals for 
our own military forces, and our “defense-supporting industrial activi- 
ties. It also supplied a major portion of the chemical needs of the 
Allied Nations. The principal source of organic chemical manufac- 
turing strength in the world outside the U nited States, and one which 
would have eclipsed the United States industry had it not been for 
the tariff, was the German chemical industry. The outbreak of war 
would have left us and our allies, whose own chemical industries were 
brought under attack, helpless to provision the military forces with 
explosiv es, medicines, propellants, fuel, and the countless military end 
items which require chemicals in their manufacture, had it not been 
for the wisdom of Congress in providing a national defense tariff for 
the United States industr y- 

The next subject to which you have requested me to direct my 
remarks is the criteria actually utilized in the various stages of pro- 
cedure under the escape clause, and the effects of present escape-clause 
definitions. 

The Tariff Commission has a policy with respect to the escape 
clause which would seem to merit reconsideration. It pertains to the 
relationship between a prior peril-point investigation and a subse- 
quent application for an escape-clause investigation. 

The central inquiry in both procedures is whether or not a modifica- 
tion in duties has or would cause or threaten serious injury to a 
domestic industry. When the Commission considers the question of 

njury in a peril-point investigation, it will not soon thereafter accept 
an application for an esce ape- clause Investigation concerning the same 
product (ef. action of the Commission, February 24, 1956, dismissing 
escape-clause application on caffeine). 

[f the Commission’s peril-point investigation were as exhaustive as 
its escape-clause investigations, logic would be on the side of the 
Commission. But the Commission's peril-point investigation is less 
exhaustive than an escape-clause proceeding. 

The Conimission is seemingly not unmindful of this. On July 28, 
1999, it wrote Senator Byrd that in the future if an escape- clause 
application is pending at the same time that a peril-point investigation 
is pending and the same item is involved in both investigations, it will 
suspend the peril-point investigation affecting that item until the 
escape-clause Investigation is completed. 


Neither the pendency nor the recent completion of a_peril-point 
investigation should be a bar to a fuller inquiry into the question of 
injury in an escape-clause proceeding. The statute is mandatory: 

Upon application of any interested party, the United States Tariff Commission 


shall promptly make an investigtaion, etc. (sec. 7, Trade Agreements Extension 
Act of 1951). 


There is also concern over the escape-clause criteria — by the 
President in deciding whether or not to accept the Commission’s 
findings of injury and recommendations for relief. 

The Ways and Means Committee in its report on H. R. 1 discussed 
at some length the necessity for allowing the President discretion to 
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overrule the Tariff Commission (H. Rept. 50, 84th Cong., Ist sess., 

». 4,5). 

Prt i, approvingly to the practice of the President consulting 
the executive departments as to the course of action he should follow. 
But the rationale behind this allowable discretion was summed up by 
the expression that the President could be “trusted to weigh factors 
relating to the national interest” in deciding whether or not to with- 
draw a tariff concession. 

And so, indeed, he can. But the problem arises from the fact that 
there is apparently no acceptance by the President’s advisers of the 
intended relationship between the congressional policy expressed in 
section 6 of the 1951 Extension Act, andthe limited exception to that 
policy provided in section 7. The one says that no trade agreement 
concession shall be permitted to remain in effect when the item affected 
by the concession is being imported in such increased quantities as to 
cause or threaten serious injury to the domestic industry. The other 
says merely that the President “may” put the Commission’s recom- 
mendation into effect, intending thereby to allow him discretion not 
to do so if the national interest should require. 

The problem is that, so far as the State Department is concerned, 
any withdrawal of a concession is against the national interest. And 
the State Department is the President’s principal adviser on the action 
to be followed in such cases. The State Department will not accept 
section 6 as a statement of public policy. Rather, it reads into the 
exception a declaration of public policy and broadens it to dominate 
the congressional policy expressed in section 6. 

The State Department’s thinking in this respect is illustrated by the 
President’s letter to the chairman of the Ways and Means Committee 
concerning his decision in the bicycle case. In that letter it was stated 
that a number of fundamental issues are involved in escape-clause 
cases in addition to injury to a domestic industry. These were 
said to be: 

1. Our national security interest in the economic strength of 
valued allies in the free world; 

2. Building export markets for the products of our farms, fac- 
tories, and mines; 

3. Compensation to nations affected by the withdrawal of con- 
cessions ; 

4. Protecting the American consumer against unnecessary and 
unjustified price increases. 

These issues illustrate rather well the dominance which the State 
Department exercises over domestic policy. It has used its position 
to impress this domestic legislation into its foreign policy mold. None 
of the issues enumerated in the President’s letter finds any express 
recognition in the trade agreements legislation. Nor do they find 
justification in the facts. 

Could action on the very occasional recommendations of relief, 20 
out of 74 applications filed in 8 years (in 7 cases the President granted 
all or ea of the relief recommended—fur felt hats, hatter’s fur, dried 
figs, cloverseed, watch movements, bicycles, and toweling; in 12 cases 
he refused to grant any relief—garlic, watches (first investigation), 
briar pipes, scissors, ground fish fillets, lead and zinc, hand-blown 

lassware, spring clothespins, screen-printed silk scarves, wood screws, 
uorspar, and para-aminosalicylic acid; one case still awaits action 
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after 9 months—lighter flints) seriously be regarded as jeopardizing 
our national security interest in strong allies? 

In view of the constant surge of United States exports of goods 
from $4 billion in 1940 to $10 billion in 1950, to $1514 billion in 1955, is 
it justifiable now to cite the need for building export markets as a rea- 
son for not withdrawing concessions on the handful of articles on 
which relief has been recommended out of some 4,700 concessions 
granted on United States imports in the past 8 years? os 

Can there be any valid hesitation over withdrawing a concession in 
behalf of a seriously injured domestic industry because of the possible 
demands of our trade-agreement partners for compensation? There 
is no authorization in the 1951 Extension Act for compensation. Is 
a demand for compensation equivalent to a requirement in the national 
interest that no relief be granted an injured domestic industry ? 

Surely the Executive should not superimpose on a statute otherwise 
silent in this regard a concern for price increases to consumers when 
the price effects of collective bargaining, wage and hours laws, and 
other social legislation are accepted without objection as an inevitable 
counterpart of laws which place a firm foundation under the American 
standard of living. 

Let us turn now to another topic, the administration of the flexible 
tariff provision. 

The most distressing part about the administration of section 336 
of the Tariff Act is that the Tariff Commission has shown a disposi- 
tion to dismiss applications for relief where the item under investi- 
gaton is placed by the State Department on the list of items pro- 
posed for consideration in trade-agreement negotiations. (Cf. Com- 
mission’s action, February 1, 1955, regarding knit or crocheted cotton 
gloves and mittens. The application had been filed May 7, 1954. It 
was dismissed with the explanation that “the articles in question were 
on the published list of articles proposed for consideration in the 
United States trade-agreement negotiations with Japan and other 
countires.”) 

The section 336 remedy does not apply to items which have been 
made the subject of a concession under a trade agreement. There 
would seem to be no justification at all for the Tariff Commission to 
dismiss a section 336 application merely because the State Depart- 
ment places the article concerned on the list for possible negotiation. 
The effect of such a decision by the Commission is to give the State 
Department a possible veto over any investigation by the Tariff Com- 
mission under the flexible-tariff provision of the Tariff Act. 

The final topic on this list you asked me to discuss concerns matters 
relating to dumping, subsidies, and unfair competition. 

Though I appear here as an individual and not as a representative 
of any industry or company, you may better understand what I have 
to say about the administration of the laws in this area if you reflect 
for a moment on the origins of the industry in which I serve. 

Synthetic organic chemical manufacturing techniques developed in 
Germany: The industry flourished there and a tight control of its 
monopoly position was maintained through cartel agreements which 
culminated in the formation of the I. G. Farbenindustrie complex 
which completely dominated world commerce in chemicals. Ameri- 
can citizens had an interest from time to time in the development of 
a synthetic organic chemical industry in the United States. German 
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bribery of the potential customers and ruthless dumping practices 
effectively prevented a domestic industry from getting any foothold 
in this country. The loss of German dyes, medicinals, explosives, and 
other orgainc chemicals in World War I seriously retarded the war 
effort in the United States. Dye, medicinal, and other organic chemi- 
cal manufacturing plants were established after fr: antic efforts and 
satisfactory production was achieved by the end of World War I. 

The Congress and President Wilson were of one mind after World 
War I in urging the adoption of permanent legislative measures to 
foster the est: ablishment and continued development of a domestic 
synthetic organic chemical manufacturing industry. They saw clearly 
that the public welfare required a permanent and dynamic chemical 
manufacturing establishment in the United States consisting of a 
great many domestic organic chemical plants producing dyes, explo- 
sives, medicinals, and other organic chemicals required by the Nation’s 
industries, They saw that America’s future welfare depended to a 
great extent on a continuing substantial research and development 
effort in the field of organic chemistry which could only be sustained 
by a large and flourishing domestic industry. So great was the advan- 
tage of ‘the German cartel that the measures required included, first, 
an outright embargo of imports, followed later by the unique system 
of ad valorem duties for coal-tar chemicals based’ upon the American 
selling price of the competitive domestic article. 

This bipartisan legislative program was successful, and America 
has reason to be grateful today to the wisdom of President Wilson 
and the Congress in insisting upon measures which made a modern 
and self-sufficient domestic organic chemical industry possible. More 
than 92 percent of all organic chemicals produced in World War II 
were required for direct military or war supporting activities. De- 
spite the threefold expansion in capacity which occurred during World 
War II, the Korean emergency, and the mobilization planning which 
followed in its wake have er sated domestic productive capacity which 
is nine times that of the industry in 1939. 

Despite the growing strength of the American industry, the I. G. 
Farbenindustrie complex accounted for almost 40 percent of the 
world’s chemical production before World War IT. In addition, the 
tremendous economic power of I. G. was used to force the major dye 
and organic chemical producers of other European countries into 
an international cartel under I. G.’s domination. The other mem- 
bers of the cartel included the great English chemical combine, Im- 
perial Chemical Industries, Ltd., the principal Swiss dye producers 
represented by Swiss I. G., the Italian producers dominated by the 
Montecatini combine, and the principal French dye producers. 

Ranged against the enormous economic power of this international 
artel, “the American industry depended for survival upon the ef- 
fective administration of the provisions of the United States cus- 
toms laws, many of which have by now been eliminated or made less 
effective by the various customs simplification acts. In addition to the 
American selling-price provision for coal-tar chemicals, the more im- 
portant provisions of the United States laws were the "Antidumping 
Act, the customs provisions which required the use of the higher 
of foreign or export value, the additional duties imposed for cases of 
undervaluation of ad valorem imports, the countervailing duties law, 
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and section 337 of the Tariff Act prohibiting unfair acts in the import 
trade. 

I have watched with increasing anxiety the elimination of several of 
these laws which are essential parts of a legal system which effectively 
checks the predatory practices of international cartels. I saw with 
misgivings the Secretary of the Treasury modify the antidumping 
regulations of some 20 years’ standing in a way which tends to sub- 
ject a determination of dumping to the price at which foreign pro- 
ducers sell their goods to third countries rather than the price at which 
foreign goods are sold for consumption in the country of production. 

The dispersal of I. G. Farben’s assets by the occupation forces fol- 
lowing World War II and the practical dissolution of the inter- 
national dyestuffs cartel as a result of the disruption in commerce 
caused by the war have not eliminated a rational cause for concern in 
these matters. With the restoration of German sovereignty, the 
successor companies of I. G. Farben—Bayer, Badische, Hoechst, Cas- 
sella, and Huels—have gone far in reestablishing their old alliances. 

In the other major “chemical- producing nations of E turope, the 
mighty chemical combines have similarly expanded. Imperial 
Chemical Industries, Ltd., is now the world’s second largest chemical 
producer. 

There are hundreds of chemical enterprises in France, led by 8 giant 
organizations: Air Liquide, Kuhlmann, Pechiney, Progil, Rhode- 
Poulanc, Saint-Gobain, Solvay, and Ugine. 

In Italy, Montecatini has become in the postwar period an industrial 
collossus. As in the case of LCI in England and the Farben splinters 
in Germany, a major target of Montecatini is the United States mar- 
ket. Montecatini ranks fourth worldwide in the value of its assets. 
It is slightly smaller than ICI but larger than the Farben companies. 

The Swiss chemical and pharmaceutical industry is dominated by the 
“big four” companies, Ciba, Sandoz, Hoffman-LaRoche, and Geigy. 
In dyes, textile auxiliary agents, and pharmaceuticals the Swiss in- 
dustry is a powerful factor in foreign trade. Three of these companies 
recently signed an agreement under which each company will produce 
only certain types of dyes. This was said to be a necessary arrange- 
ment to strengthen the Swiss producers against German competition. 
However, in view of the dependence of the Swiss dye industry on Ger- 
man intermediates, this development may very well be a straw in the 
wind which indicates the initial regrouping of the elements of the 
old international dyestuff cartel. 

It is significant that the Federal Government in West Germany 
has been unable to obtain passage of Minister Erhard’s draft of a 
cartel law. The bill was first submitted in 1953 and has been resub- 
mitted in 1954 and 1955. The Committee for Economic Policy in 
West Germany has primary responsibility for the cartel bill. It has 
worked on the latest draft law in numerous meetings over the past 12 
months. The principal part of the committee’s work has been cen- 
tered on the question of the types of cartels to be excepted from the 
general panktatven which the bill would place upon cartel arrange- 
ments. 

This bill would permit the existence of export cartels which do not 
affect the domestic market in German (Foreign Service Despatch 
No. 7, Bonn, July 3, 1956). Of course, the export market has been 
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the favorite preserve of the German chemical cartel for decades. It is 
well known that the concession which has been made recently by in- 
corporation of the exceptions in the draft cartel bill is the direct re- 
sult of the determined opposition of German industry to cartel legis- 
lation without those exceptions. 

Because of these developments and because of the elimination of 
some of the safeguards against cartel practices by the Customs Sim- 
plification Acts, the effective administration of the Antidumping Act, 
the countervailing duties law, and section 337 of the Tariff Act are of 
great importance. 

The procedure under the Antidumping Act is most unsatisfactory. 
The Secretary does not hold a public hearing nor publish a written 
report of his investigation and findings on the subject of dumping. 
There is also considerable uncertainty over the test which is used in de- 
termining whether or not a domestic industry has been injured or pre- 
vented from being established. The Treasury Department has inter- 
preted the law in such a manner that it is necessary for the evidence 
to establish “material injury” (hearings, Ways and Means Committee, 
83d Cong., H. R. 9476, p. 35,38). Now that the injury determinations 
are made by the Tariff Commission, it is not known whether the test 
being used is that merely of “injury” or of “material injury” or 
whether the Tariff Commission believes that there is any difference 
between the two tests. (See e. g., the Commission’s split, 3-3, decision 
of February 25, 1955, on muriate of potash, where 3 Commissioners 
found the dumping in question caused “injury” while the other 3 
Commissioners said there was no convincing evidence that the dumping 
was “materially injurious” to the domestic industry.) 

As for the countervailing duties law, section 303 of the Tariff Act 
of 1930 as amended, there is no procedure established at all. The 
Treasury Department, responsible for enforcing the law, gives no 
public notice of any investigation. There is, therefore, no opportunity. 
for interested parties to be heard. As in the case of its antidumping 
investigation, there is no published report of the Secretary’s investi- 
gation or decision. Hence, it is impossible for the public to know on 
what basis countervailing duties are imposed or why it is decided 
that they should not be imposed. 

The Congress, I believe, well understands the capacity of an inter- 
national cartel to use its economic power in a manner which can be 
damaging to domestic industries. There is evidence of this under- 
standing, for example, in the proviso of the Trade Agreements Act 
giving the President the authority to suspend the application of trade- 
agreement concessions to imported articles because of acts “including 
the operations of international cartels” (sec. 350 (a) (4), Tariff Act 
of 1930, as amended by the Trade Agreements Extension Act of 
1955), which tend to defeat the purpose of the trade-agreements law. 
This power was first placed in the Trade Agreements Act in 1943 (sec. 
2, Public Law 66, 78th Cong.). At that time it was discretionary with 
the President to suspend the benefit of trade-agreement concessions 
where he believed that the actions of cartels were defeating the pur- 
poses of the law. The 1955 amendment made it mandatory on the 
President to suspend the application of a concession when he concludes 
that the operations of an international cartel are tending to defeat 
the purposes of the law (sec. 350 (a) (4) of the Tariff Act of 1930, 
as amended by sec. 3, Public Law 86, 84th Cong.). 
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If there should be a substantial recession in the demand in export 
markets for organic chemicals in the future, the American industry 
must face the fact that foreign chemical producers will turn with even 
ereater eagerness to the American market for the disposition of their 
surplus production. At such a time the cartel provision of the trade- 
agreements law will take its place with the Antidumping Act and the 
other laws which I have discussed as essential measures for checking 
predatory practices by the foreign industry. efi eh 

In conclusion let me say that these facts point in a single direction. 
Action by Congress is required if these laws we have discussed today 
are to be fairly administered in accordance with the legislative in- 
tent. 

The people who own, staff, manage or support domestic productive 
enterprises with their labor or their — ave a right to an even- 
handed administration of these laws They have not received it. I 
trust their legitimate aspirations for corrective action will be realized 
as a result of the important inquiry to which you have set your hand. 

Thank you for your invitation, and your patience in hearing me. 
Mr. Harrison. Thank you very much, Mr. Hooker, for a very 
fine and deliberate statement. 

Mr. Hooker. Thank you sir. 

Mr. Harrison. Mr. Martin, do you have any questions? 

Mr. E. Martin. Yes, sir. 

| Mr. Hooker, I take it you have given a great deal of attention to 
the administration of the trade-agreements program judging from 
> your statement. 

} Mr. Hooker. Yes, sir. 

Mr. E. Marvin. I wonder if you recall that in the relatively early 
days of the program there was a good deal of protest by American 
industries against the State Department giving an offer list of con- 
cessions to foreign countries before the CRI hearings had been held / 

Mr. Hooker. I do not recall specifically the impact of what you 
ure discussing, sir. 

Mr. E. Martin. Well, the protest was based on the contention that 
Congress intended the hearing to be held before the decision was 
made as to whether the tariff should be cut. 

Mr. Hooker. Yes; I remember now. 

Mr. E. Marttn. I am not sure that the facts were ever absolutely 
put on the record but I think there was no question that there was 
some basis in the charge, and I believe the practice was discontinued 
afterward. You agree, do you not, that there should be a hearing 
before the Government decides what the facts are in the case? 

Mr. Hooxer. I agree very strongly, sir. 

Mr. E. Martin. I thought you did, and that is what makes it diffi- 
cult for me to understand your complaint about the issuance of the 
list of articles to be considered before there is a hearing. I now refer 
to page 12 of your statement. 

Mr. Hooker. The list of articles, sir, seems to be kept secret for so 
long before industry has any opportunity or at least sufficient op- 
portunity to examine the list, and perhaps it is industry’s inability to 
understand some of the technical phraseology in which their protec- 
tion might be listed. During the long period in which the executive 
department is getting up the preliminary list, some procedure should 
be used which would at least result in more current information being 
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secured from industry, perhaps by the industry divisions of Commerce, 
so that the initial exercise of judgment as to what items are proposed 
for reduction could be more realistic. 

Mr. E. Marrix. We will get to that later, but what basis in fact do 
you have for suggesting that the list of products i is kept secret long 
before it is made public 

Mr. Hooxrr. That is my impression, sir. 

Mr. FE. Marrry. Upon what is it based? I do not want to trap you. 
I have quite a contrary impression, sir, at least insofar as recent ac- 
tivity has been concerned. 

Mr. Hooxer. Well, representatives of the chemical industry have 
been repeatedly told that whether a list is being prepared, and what 
items are being considered for inclusion on the preliminary list is se- 
cret, and Government personnel are forbidden to discuss them with 
the industry, even to secure current information. It has also been 
my experience in our company, sir, that by the time the information 
filters down to us; it is too late for us to do anything about it. 

Mr. E. Martin. Well, that is quite a different thing. I would like 
to discuss that 30-day limitation with you, but what I am getting at 
is that you agree, do you not, that there should not be any decision in 
advance of the hear ing? 

Mr. Hooker. Oh, yes; I think I agree with that, sir. 

Mr. E. Martin. Now, on the 30-day notice proposition—ordinarily 
it is around a 30-day notice—I think that the present law is some- 
what responsible for the brevity of the period of notice. I wonder 
if you agree? That is, the law requires the Tariff Commission to 
complete its peril-point investigation and report to the President 
within 4 months from the time the notice is received by the Tariff 
Commission. 

Mr. Hooker. Yes. 

Mr. E. Martin. So it is not possible, is it, for the Tariff Commission 
to give much more notice than they actually give, and at the same time 
consider what you tell them at the hearing? 

Mr. Hooker. I agree. But nothing in the law requires the State 
Department to place so many items on the list that the Tariff Com- 
mission is deprived of any real opportunity to make a thorough in- 
vestigation in the statutory period. My chief complaint is not with 
the law; it is with the procedures involved in administering the law, 
which make this inundation possible. 

Mr. E. Martin. Well, how, then, is the Tariff Commission not fol- 
lowing the intent of the Congress i in the peril-point proceedings? 

Mr. Hooker. My complaint i is not with the Tariff Commission ; it is 
with the State Department. If the whole thing were administered 
by the Tariff Commission, I suspect that it would be very satisfactory 
from our point of view. 

Mr. E. Marrrn. In what respect does the State Department not 
follow the intent of Congress with respect to the hearing preceding 
the negotiations? 

Mr. Hooker. Their entire procedure for preparing the list of 
items on which the hearings are held fails to conform to the intent 
of Congress as I have been at some pains to point out in my state- 
ment. "This results principally, I think, because their point of view 
is oriented to the standpoint of the foreigners rather than from the 
standpoint of domestic industry or the legislative intent. 
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Mr. E. Martin. That is a little different is it not, to suggest that 
they might be biased as distinguished from following the intent of 
( ‘ongress ? 

Mr. Hooker. Well, I mean they are fallible, and if biased as a con- 
sequence of their foreign policy objectives, would perhaps divert some 
from what I conceive to be the intent of the Congress as clearly ex- 
pressed in the law. 

Mr. E. Martin. You say that the American industries frequently 
cannot understand whether their products are included on the special 
list 

Mr. Hooxer. That may be our own fallibility, sir, but it takes a 
long time for us to get down to it. 

Mr. E. Marrix. How do you know that you have any tariff protec- 
tion? The public list is written in the same language that the Tariff 
Act is written. In other words, if you understand your tariff protec- 
tion, should not you understand the public list ? 

Do I make myself clear ? 

Mr. Hooker. I am not quite sure that I understand you, sir. 

Mr. E. Marrry. You understand your present tariff protection 
under the Tariff Act. In other words, you have to have some appreci- 
ation of the Tariff Act; do you not ? 

Mr. Hooxrr. If you are going to understand it at all, you have to 
know the words and the ter minology of the act to some extent; yes, sir. 
But bear in mind that an appreciation of the broad coverage of the 
chemical schedule of the Tariff Act is one thing; to identify precisely 
the particular chemicals encompassed by a specific paragraph or sub- 
paragraph is quite another. 

Mr. E. Martin. If you have an interest in it, you are going to under- 
stand it; are you not ? 

Mr. Hooker. Yes, sir. 

Mr. E. Marry. If you understand the tariff protection, how is it 
you do not understand the public list ? 

Mr. Hooker. May I amplify my answer, sir? 

Mr. E. Martin. Surely. 

Mr. Hooxerr. I think one can be interested without understanding, 
but “understanding” is a pretty broad word. I will say that one 
should understand ‘something i in which they are interested. But as I 
have explained, a general understanding of the coverage of the chem- 
ical schedule as to a given area of manufacture is quite different than 
an immediate and spontaneous understanding of the exact scope of a 
particular classification provision. 

Mr. E. Martin. If one does understand the protection which the 
Tariff Act gives him, one should be able to interpret the published 
list because the public list is written in the language of the Tariff Act. 

Mr. Hooxer. I think that is true given enough time, and that is 
why I drew my distinction, sir, because I think it is quite true that in 
some respects ‘they do not instantly comprehend the exact coverage 
of some provisions of the tariff law because of the basket terms that 
are frequently used. The changing nature of the chemical industry 
is such that there are so many new products coming in that were not 
conceived when the tariff law was written which fall within the cover- 
age of one basket or another, that ready identification of the products 
Which would be affected by the reduction of particular provisions is 
often very different. 
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Mr. E. Martin. Are you prepared to make specific suggestions to 
this committee as to what you think should be done legislatively as 
well as administratively ¢ 

Mr. Hooker. Not legislatively, sir, in the sense of any major change 
in the Trade Agreements Act itself; no, sir. Administratively 1 
would hope that the Tariff Commission would be given far more 
authority in the administration of the Trade Agreements Act and I 
believe that they would come far closer and be more genuinely de- 
sirous of representing the intent of the Congress. This would require 
changes in the procedural aspects of the law. 

Mr. E. Martin. In your statement you state that action by Congress 
isrequired. My question is, “What action ?” 

Mr. Hooker. Well, I think that it would be beyond my scope at 
this point, and my study, to furnish that except to say generally that 
the administration of the law should be transferred from the executive 
department to the Tariff Commission to the greatest extent practicable. 

fr. E. Marri. I did not mean to press you now, immediately, sir, 
but will you supply us with such suggestions ? 

Mr. Hooker. I would be delighted to have the opportunity to pre- 
sent to this committee some suggested legislative actions which would 
carry out this objective. 

Mr. E. Marrin. Will you please send them in before the 15th of 
October, so we can get them in the record ? 

Mr. Hooker. Yes, sir. 

Mr. E. Martin. Thank you, sir. 

(The information requested follows :) 


ADDITIONAL STATEMENT OF R. W. HooKER 


The defects in the administration of the trade-agreements law, including the 
peril point and escape clause, which were described in my testimony to the sub- 
committee on September 24, 1956, can be corrected without a major redefinition 
of the trade-agreements law. 

Essentially these defects exist because the administration (and the recom- 
mendation of procedures under the act) of the law was placed in the hands of 
the State Department, whose foreign policy objectives have determined its inter- 
pretation of the purposes of the act. 

A major part of the corrective action required, therefore, is to transfer the 
administration of the act from the State Department to an existing independent 
agency, such as the Tariff Commission. 

Fortunately the existence of the Tariff Commission with its 39 years’ experience 
in the administration of laws concerned with tariffs and trade offers a logica! 
solution to the problem. Its status as an independent agency and the unity of 
its objectives in carrying out the intention of Congress expressed in laws dealinz 
with the regulation of imports within specifically defined limitations recommend 
it for the comparable responsibilities involved in the proper administration 07 
the trade-agreements program. ’ 


The action and procedures which I recommend be established by legislative 
action are as follows: 

1. Terminate the Interdepartmental Committee on Trade Agreements. 

2. Terminate the Committee for Reciprocity Information. 

3. Transfer the activities of the Trade Agreements Committee and Committee 
for Reciprocity Information to the Tariff Commission to be conducted in accord- 
ance with the following procedure. 

(a) When the President determines that trade agreement negotiations with a 
foreign country (country X) under the trade-agreements law are desirable, he 
will notify the Tariff Commission, requesting it to make a preliminary investiga- 
tion leading to the preparation of a recommended list of articles which appe?r 
to be subject to negotiation under the law. 
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(b) The Tariff Commission shall then give public notice of a preliminary 
investigation of articles which appear to be suitable for inclusion on preliminary 
lists of export and import items for possible trade-agreement negotiation between 
the United States and country X. 

(1) The Commission’s notice shall invite United States producers who 
require markets in country X for articles of their manufacture which are 
subject to duties or other import restrictions which unduly restrict exports 
of the items from the United States to country X to supply full particulars: 
domestic production, sales for domestic consumption, sales for export by 
country of designation, prices, costs, transportation and insurance charges, 
duties or import restrictions in country X, estimated landed costs of the 
American product in the principal markets of country X, and the price pre- 
vailing for like items in country X. 

(2) The notice shall also invite United States importers who require 
markets in the United States for sales of manufactures of country X which 
are subject to United States duties or other import restrictions which unduly 
restrict imports of the articles from country X into the United States, to 
supply the following information: Production in country X, sales for home 
consumption, sales for export by country of destination, prices, costs, trans- 
portation and insurance charges, United States duties or import restrictions, 
estimated landed costs of the foreign product in principal markets of the 
United States, and the price prevailing for like domestic items in the United 
States. 

(c¢) The State Department shall submit any requests for the inclusion of 
items on the list which it receives from the foreign country in behalf of its 
producers to the Bureau of Foreign Commerce which shall then supply the 
Tariff Commission with as much information as it has concerning the foreign 
production, sales, exports, and United States imports of the item concerned. 

(d@) After such further investigation of the items identified in the submis- 
sions referred to above as appear warranted, the Commission will within 6 
months of its initial notice, referred to above, make public 2 lists. One shall 
consist of the particular items of commerce for which United States importers 
or producers of country X require and are capable of developing increased 
market opportunities in the United States, where the Tariff Commission believes 
on the basis of its investigation that (1) reasonable grounds exist for believing 
that United States imports are unduly unburdened or restricted by the existing 
duties or import restrictions; and (2) a modification of the same would not be 
inconsistent with the characteristics or needs of the domestic industry which 
produces the like or competitive articles. The other list shall consist of the 
particular items of commerce for which United States producers require and 
are capable of developing increased market opportunities in country X, where the 
Tariff Commission believes on the basis of its investigation that reasonable 
zrounds exist for believing that the tariff duties or other import restrictions of 
country X are unduly burdening and restricting the importation of such items 
from the United States. 

(e) The Commission’s public lists will, so far as practicable, identify the 
articles listed in the terms which are customarily used with respect to such 
articles in domestic commerce in the United States. In addition, the Commis- 
sion will, with respect to imported articles, indicate the tariff paragraph or sub- 
paragraph in which each article is included and the schedule A statistical ¢lassi- 
fication number applicable to each item. It will indicate the applicable tariff 
provision of country X with respect to export items on the list and the schedule 
B statistical classification number applicable to each item. 

(f) Simultaneously with the publication of the preliminary lists of items 
snitable for further consideration in the procedure preliminary to trade-agree- 
ment negotiation, the Commission will make public a digest of the trade data 
with respect to each listed item which it received or assembled in its preliminary 
investigation and on which it bases its belief that each article concerned meets 
the requirements for listing, as specified above. 

(9) Within 60 days of the Tariff Commission’s publication of the preliminary 
lists of items for further consideration in preparation for trade-agreement nego- 
tiations, the following Government agencies will submit a written report of their 
views as to the appropriateness of the listing, or of the advisability of deleting 
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any of the items on the list, with complete substantiating data, to the Tariff 
Commission : 

(1) Bureau of Foreign Commerce, Department of Commerce. 

(2) Business and Defense Services Administration, Department of Com- 
merce. 

(3) Department of the Interior. 

(4) Department of Agriculture. 

(5) Department of State. 

With the exception of matters which warrant a security classification under 
existing procedures, the above submissions will be treated as public documents, 
available for examination by any interested party at the Commission’s offices. 

(h) The Office of Defense Mobilization shall promptly consider the probabie 
effect which it believes increased imports of the items on the public list would 
have on the domestic productive capacity, or labor force connected with such 
capacity, required to meet the needs of defense mobilization. The Director of 
Defense Mobilization will consult with the appropriate agencies of the Defense 
Establishment and ODM’s delegate agencies responsible for the mobilization 
planning of the items on the list and consider their views in making his determi- 
nation. Where ODM believes such capacity or manpower would be impaired or 
adversely affected by increased imports of any item, it will so advise the Tariff 
Commission. On the basis of such notification, the Tariff Commission will 
remove the designated item from the list of items eligible for further considera- 
tion in the preparation for trade-agreement negotiations. 

(i) The Commission will hold public hearings commencing 60 days after its 
publication of the preliminary lists of items eligible for further consideration 
in the trade-agreement negotiations at which interested parties may submit their 
views on any listed item pertinent to the following considerations: 

(1) Whether United States producers require and are capable of develop- 
ing an expanding market for the item in country X; 

(2) Whether the duties or other import restrictions of country X are 
unduly burdening or restricting imports of the item from the United States; 

(3) Whether United States importers or producers of country X require 
and are capable of developing an expanding market in the United States 
for an item; 

(4) Whether United States tariff duties or other import restrictions are 
unduly burdening or restricting United States imports of that item; 

(5) Whether an increase in imports will result from a modification of 
the existing duty or other United States import restrictions and, if so, 
whether such a modification and increase would be consistent with the 
characteristics and needs of domestic producters making the like or com- 
petitive article; 

(6) Whether a modification of the existing duty or other import restric- 
tion would promote the purpose specified in the law of expanding foreign 
markets for the products of the United States so as to contribute to a better 
relationship among various branches of American agriculture, industry, 
mining, and commerce; 

(7) Whether the existing duty or other import restrictions applying to 
articles listed can be reduced without causing or threatening serious injury 
to a domestic industry ; and 

(8) Whether an increase in the tariff or the imposition of an import 
quota with respect to any listed item is required to avoid existing or threat- 
ened serious injury to the domestic industry producing a like or compet- 
itive article. 

(j) Within 120 days of the close of the public hearings, or within such further 
period as the Tariff Commission may find is required by exceptional circum- 
stances, the Commission will submit final lists of items eligible for trade agree- 
ment negotiation to the President. One list shall consist of items imported or 
eligible for importation in the United States— 

(1) on which producers of country X require and are capable of develop- 
ing market opportunities in the United States; 

(2) imports of which are presently unduly burdened or restricted by 
United States duties or import restrictions; 

(3) increased imports of which would not be inconsistent with the char- 
acteristics and needs of domestic producers of the like or competitive 
article; 

(4) where a modification in the existing duty would not cause or threaten 
serious injury to the domestic industry producing such articles; and 
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(5) where a reduction of the duty or other import restriction would pro- 
mote the objectives of the trade-agreement law of expanding foreign mar- 
kets for products of the United States as a means of achieving a better 
relationship among various branches of American agriculture, industry, 
mining, and commerce. 
second list shall consist of items for which— 

(1) United States producers require and are capable of developing mar- 
ket opportunities in country X; 

(2) United States exports of which to country X are presently unduly 
burdened or restricted by the existing duties or other import restrictions 
of country X; and 

(3) a request for a reduction of which appears to be a reasonable basis 
for negotiations consistent with the objectives of the Trade Agreements 
Act. 

A third list shall consist of those items, if any, on which the Commission has 
determined that an increase in duty or the imposition of quotas is required to 
avoid existing or threatened serious injury to a domestic industry. 

(k) Upon receipt of the above lists from the Commission, the President shall 
authorize the State Department to proceed with negotiations for a trade agree- 
ment with country X. The team of United States negotiators shall be composed 
of representatives of the executive departments including, where available, indus- 
try or commodity experts drawn from the Tariff Commission's staff and the 
industry divisions of BDSA or the commodity divisions of the Department of 
Agriculture and Interior. To the extent practicable these industry or commodity 
experts shall be assigned the responsibility of conducting or participating in the 
negotiation of concessions on articles which are the products of the industries 
or agricultural or mineral producers within the field of their competence. 

4. Eliminate entirely the President’s freedom to disagree with the Tariff Com- 
mission’s findings of fact, and confine his discretion not to place the Tariff Com- 
mission’s escape-clause recommendations into effect to situations where in his 
judgment the direct relationship of such action to a matter of grave national 
interest compels their rejection. 

The suggested text of legislative amendments to the trade-agrements legisla- 
tion which would make possible the establishment of the above procedure is as 
follows: 

(1) Section 4 of the act of June 12, 1934 (48 Stat. 945; 19 U. S. C. 1354), 
is further amended to read as follows: 

“Before the negotiation of any foreign-trade agreement is commenced with any 
foreign government or instrumentality thereof under the provisions of this act, 
the Tariff Commission shall make a preliminary investigation of the items 
imported into the United States and exported from the United States to the 
foreign country concerned which are eligible for consideration as items subject 
to modification of the existing duties or other import restrictions applying there- 
to under the principles specified in this act. The Commission shall publish its 
preliminary list of such items upon the completion of its preliminary investigation. 
Sixty days thereafter it shall hold public hearings under such rules as the Com- 
mission shall prescribe in order to give interested parties an opportunity to 
present their views. On the basis of the evidence produced at the public hear- 
ings and developed in its investigation, the Commission shall submit a report 
and its recommendations to the President, incorporating its determination under 
section 3 of the Trade Agreements Extension Act of 1951, as amended, of the items 
which are eligible for negotiation of a trade agreement providing for the modi- 
fication of the duty or other import restrictions applicable thereto. In making its 
investigation leading to the submission of this list to the President, the Commis- 
sion shall receive and consider the written views of the Departments of Agricul- 
ture, Commerce, Interior, Labor, and State. The Commission shall, in addi- 
tion, be guided by the advice of the Office of Defense Mobilization as to the items 
which could not be subjected to a modification of existing duties or import re- 
strictions without causing or threatening an impairment of productive capacity or 
the labor force incident thereto required for defense mobilization. No such item 
shall be included on the list submitted to the President for consideration in the 
trade-agreement negotiations. The President shall cause the representatives of 
the United States who conduct the actual negotiations to include so far as prac- 
ticable qualified experts who are familiar with the characteristics and needs 
of the domestic producers whose products are articles like or similar to those 
included on the list authorized for negotiation.” 
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(2) See. 3 (a) of the Trade Agreements Extension Act of 1951 is amended to 
read as follows: 

“(a) Before entering into negotiations concerning any proposed foreign trade 
agreement under section 350 of the Tariff Act of 1930, as amended, the President 
shall receive from the United States Tariff Commission a list of the articles 
imported into the United States which are eligible for consideration for possible 
modification of duties or other import restrictions, or continuance of existing 
customs or excise treatment, under the principles specified in the said section 
350. On the basis of a full investigation and public hearings, the Commission 
shall specify with respect to each article listed (1) the limit to which such 
modification, imposition, or continuance may be extended in order to carry out 
the purpose of such section 350 without causing or threatening serious injury 
to the domestic industry producing like or directly competitive articles; and (2) 
if increases in duties or additional import restrictions are required to avoid 
serious injury to the domestic industry producing like or directly competitive 
articles the minimum increases in duties or additional import restrictions re- 
quired. No item shall be listed as eligible for reduction if any modification of 
the existing customs or excise treatment would cause or threaten serious injury 
to the domestic industry producing like or competitive articles.” 

(3) See. 7 (ce) of the Trade Agreements Extension Act of 1951 is amended 
to read as follows: 

““(e) Unless he shall find that compelling circumstances having a direct rela- 
tionship to the national interest require the contrary, the President, upon receipt 
of the Tariff Commission’s report of its investigation and hearings, shall make 
such adjustments in the rates of duty, impose such quotas, or make such other 
modifications as are found and reported by the Commission to be necessary to 
prevent or remedy serious injury to the respective domestic industry. If the 
President does not take such action within 60 days he shall immediatley submit 
a report to the Committee on Ways and Means of the House and to the Com- 
mittee on Finance of the Senate stating why he has not made such adjustments 
or modifications, or imposed such quotas.” 


Mr. Harrison. Do you have any questions, Mr. Morrison? 

Mr. Morrison. Mr. Hooker, you describe a lot of the reports or the 
statements made by Government departments as ex parte. Do you 
mean to say that they are motivated by a partisan or a special interest 
in the case? 

Mr. Hooxer. I do not mean to say, sir, that these Government 
departments or Government people are in any way disloyal. I feel, 
however, that they have developed a philosophy which has concen- 
trated the emphasis of their interest on the benefits to be derived by 
the foreigners without proper recognition of the corresponding dis- 
advantages to be placed upon the domestic industry. 

In other words, if you are a specialist in foreign affairs, I think 
that you would find it difficult to also be a specialist in domestic affairs, 
and my interest at this point is in domestic affairs. 

Mr. Morrison. Why do you think the Tariff Commission because 
of its instructions or composition or what not would be in a better posi- 
tion to handle this matter than other agencies in the executive branch ? 

Mr. Hooker. Because of its composition—it is staffed by experts 
in these matters—and also I think, sir, that traditionally over the 
years it has grown up being thoroughly familiar with the character- 
istics and needs of domestic industries. Its long experience in the 
areas which the trade-agreements law requires to be taken into con- 
sideration excellently equips the Commission for the task. 

Mr. Morrison. So, proceeding under the same instructions from 
Congress, you think you would get a different consideration of domes- 
tic interests from the Tariff Commission than from other agencies 
of the Government. 

Mr. Hooker. Yes, sir; I do. 














CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 609 


Mr. Morrison. That is all, Mr. Chairman. 

Mr. Harrison. Thank you very much, Mr. Hooker. 

Mr. Hooxer. Thank you very much for your courtesy, gentlemen. 

Mr. Harrison. The committee will stand in recess until 2:15 p. m. 
this afternoon. 

(Whereupon, at 12:45 p. m., the committee recessed until 2:15 
p.m. of the same day.) 


AFTERNOON SESSION 


(The subcommittee reconvened at 2: 15 p. m., pursuant to recess. ) 

Mr. Harrison. The subcommittee will come to order. 

Our next witness is Reuben L. Johnson, assistant coordinator for 
legislative service, National Farmers Union. We are very happy to 


have you before us, Mr. Johnson. 


STATEMENT OF REUBEN L. JOHNSON, ASSISTANT COORDINATOR 
FOR LEGISLATIVE SERVICE, NATIONAL FARMERS UNION 


Mr. Jounson. Mr. Chairman and gentlemen, I am Reuben Johnson, 
representing James G. Patton, the president of the National Farmers 
Union. [have Mr. Patton’s statement with me. 

Mr. Chairman, I suppose that my testimony would have been in 
better form the first 2 or 3 days of these hearings, in view of your 
public release. However, it was not possible for us to be represented 
here the first week. 

I appreciate the opportunity to present our position now. We shall 
take a rather broad view of both foreign and domestic policy in our 
brief summary of Mr. Patton’s statement. 

The farmers’ basic interest in foreign affairs, economic and political, 
is grounded upon their deep-seated desire for peace. Farmers are 
convinced that a permanent peace will be easier of attainment in a 
world where living standards are rising, where economic growth rather 
than stagnation gives a basis for hope to replace the feeling of hope- 
lessness generated by generations of chronic poverty. 

Farmers everywhere, including American farmers also, deeply feel 
the biblical injunction to “love thy neighbor.” American farmers 
want farmers all over the world and people generally to enjoy and be 
able to earn a better life and better living. 

Moreover, American farmers know that they themselves can earn 
better living if people in other nations can earn the purchasing power 
required to buy the commodities we produce. And it is good sense for 
us to buy from other nations the things they can produce to a better 
advantage than wecan. Farmers in America are benefited by economic 
vrowth in other democratic nations as well as in our own. 

For those reasons National Farmers Union has strongly supported 
all United States efforts to promote, encourage, facilitate, and assist 
economic development and growth in the democratic nations of the 
world. We are concerned over recent trends toward economic policies 
which endanger the peace and have driven down farm family incomes. 
We quite naturally are concerned about these trends which indicate 
that our foreign economic policy is endangering the peace of the world 

83979—56—pt. 25 
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and about foreign economic policies as well as domestic economic 
policies which have driven down farm family incomes. — 

We not only have a sliding scale domestic economic policy, but a 
sliding scale foreign economic policy. Our failure to move positively 
toward assisting the lesser developed areas to expand their domestic 
economies is damaging to trade development and expansion, for which 
we should be striving. It has dangerously slowed down the free world 
economic development and it is a threat to both the short-range and 
long-range growth of the United States farm exports. 

Domination of foreign and domestic economic policy by sliding scale 
advocates has resulted in furthering the growth of domestic monopolies 
and international cartels. 

Except for the Reciprocal Trade Agreements Act and the Interna- 
tional Wheat and Sugar Agreements, negotiated agencies to further 
economic development and trade expansion have been rebuffed by the 
administration. Asa result, poverty-stricken people outside the Iron 
Curtain have received less rather than more encouragement to promote 
democratic free enterprise. As a result, less rather than more has 
been done to eliminate poverty as a fertile seed bed for expanding So- 
viet imperialism. Failure to utilize fully our food stocks under the 
sliding scale foreign economic policy and failure of the sliding scale 
domestic farm income protection policies has resulted in driving down 
farm family income 24 percent since 1952. 

National Farmers Union urges the complete reversal of these de- 
fective sliding scale policies in foreign and domestic economic policy. 
There is no good reason why the farmers of this country should now be 
experiencing a continued fall in income and purchasing power. There 
is no good reason why bicycle and watch tariffs should have been raised. 
There is no good reason to limit imports on binder and baler twine. 
There is no good reason why the permanent peace of the world should 
be endangered by the continued refusal of the United States Govern- 
ment to participate fully in programs of cooperative international free 
world economic growth and price stabilization. 

To reverse the current adverse trends in foreign economic policy, 
National Farmers Union proposes the following actions: 

1. Participation of the United States in establishment of a free world 
economic development agency of the type proposed as the United 
Nations Special Fund for Economic Development (SUNFED). 
What is needed is a vast expansion of the type of work done by the 
Export-Import Bank, World Bank, and the World Monetary Fund, 
with greater emphasis on economic growth and less upon short-term 
repayment ability. 

2. United States appropriations of economic and technical assist- 
ance to other democratic nations and for cultural exchange, such as the 
Fulbright program, should be greatly expanded with as much as feas- 
ible of such aid extended through the instrumentalities of the United 
Nations and the specialized agencies such as the Food and Agriculture 
Organization. 

3. Expand the authorizations of the Reciprocal Trade Agreements 
Act and encourage the executive branch to use them more fully. 

4. Establishment of an organization for trade cooperation. 

5. Establishment of a trade adjustments aid program to alleviate 
hardship of United States workers, industries, farmers, and com- 
munities injured by tariff and import restriction reductions, including 
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income protection for family farm volume by means of production pay- 
ments primarily, at 100 percent of parity, for producers of farm com- 
modities that compete with imports. 

6. Negotiation of international commodity agreements for all com- 
modities that enter importantly into international trade. 

7. Negotiation and establishment of an international food and raw 
materials reserve or world food bank. 

We are convinced that if existing sliding scale foreign economic 
policy were reversed to move in the directions indicated this would in 
itself further the prospects of peace as well as increase the demand for 
United States farm products. We are convinced that such foreign 
economic policies are a basic part of an intelligent and desirable full 
parity family farm income protection program that should also 
include: 

Fair trade for farmers, which would include the enactment of 
mandatory farm income protection for family farm production of all 
commodities at 100 percent of a fair parity, using production pay- 
ments in workable combinations with price-supporting purchase 
agreements loans and purchases; and revitalizing and expanding the 
Federal crop-insurance program. 

Expanding human use and demand for farm commodities. 

We favor an expanding full employment economy. 

We favor a national food allotment or stamp plan. 

We favor an expanded school-lunch program to all schools. 

we favor Federal financing of two half-pints of milk per schoolchild 
per day. 

We uivce a credit program to encourage improvement of terminal 
markets for perishable farm commodities. 

We favor better terminal market inspection of perishables. 

We favor providing more nearly adequate nutrition standards for 
public institutions. 

Keeping supply marketed in balance with augmented demand. 

We favor the establishment of a conservation acreage reserve. 

We favor revising and extending market quotas. 

We favor marketing agreements and orders. 

Establishment of a yardstick family farm loan agency. 

Mr. Chairman, I would like to ask that the complete statement of 
Mr. Patton be inserted in the record at this point. 

Mr. Harrison. We would be very happy to do that, Mr. Johnson. 
We thank both of you very much for the information you have given 
this committee. 

(The statement is as follows :) 


STATEMENT OF JAMES G. PATTON, PRESIDENT, NATIONAL 
FARMERS UNION 


Furi Partry FaAMIry FarM INCOME PROTECTION PROGRAM—A UNITED STATES 
FARM, Foop, AND FrserR Poticy THAT MAKES INTERNATIONAL Goop SENSE 


The existing sliding scale farm price support philosophy and law of the Federal 
Government seriously interferes with the conduct of an intelligent and desirable 
foreign economic policy. Moreover, the existing foreign economic policy of our 
Nation is neither as intelligent nor as effective as it ought to be and could be if 
less official solicitude were spent to preserve vast monopolist international cartels 
and more concern were exercised for the coordinated economic development of 
democratic nations in the interests of all their citizens. 
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Farmers have direct interest in foreign economic policy 


National Farmers Union is a member of the International Federation of Agri- 
cultural Producers, an organization made up of national farm organizations of 
many countries of the free world. As president of National Farmers Union of the 
United States, I am vice president and a member of the executive committee 
of that organization. IFAP, for all of its 10 years, has taken an active interest 
in improved farm life and increased consumer purchasing power throughout the 
free world in an expanding free economy. 

For many years, also, as president of National Farmers Union, I was 4 member 
of the publie advisory boards of Economic Cooperation Administration, Mutual 
Security Administration, and Foreign Operations Administration. National 
Farmers Union members have served as members of United States delegations 
to all of the early meetings leading up to the establishment of Food and Agri- 
culture Organization and of the United Nations and many of their subsequent 
meetings. 

As a result of this intimate participation in these programs we in National 
Farmers Union have gained and maintained an active and informed interest in 
all phases of United States foreign economic policy, trade policies, as well as 
programs of technical assistance and economic development. State and National 
officials and staff members of Farmers Union has played active roles in the 
development and conduct of our Nation’s foreign trade policies and programs of 
technical assistance and foreign economic development. 

Our participation in these affairs has been grounded upon the direct and 
manifest interest in them on the part of Farmers Union members and farmers 
generally, both as citizens and as farmers. 


Farmers’ interest in foreign affairs 


Farmers’ basic interest in foreign affairs, economic and political, is grounded 
upon their deep-seated desire for peace. Farmers are convinced that a perma- 
nent peace will be easier of attainment in a world where living standards are 
rising, where economic growth rather than stagnation gives a basis for hope to 
replace the feeling of hopelessness generated by generations of chronic poverty. 

Farmers everywhere, including American farmers also, deeply feel the Biblical 
injunction to “love thy neighbor.” American farmers want farmers all over the 
world and people generally to enjoy and be able to earn a better life and better 
living. 

Moreover, American farmers know that they themselves can earn better 
livings if people in other nations can earn the purchasing power required to buy 
the commodities we produce. And it is good sense for us to buy from other nations 
the things they cam produce to a better advantage than we can. Farmers in 
America are benefited by economic growth in other democratic nations as well 
as in our own. 

For those reasons, National Farmers Union has strongly supported all United 
States efforts to promote, encourage, facilitate, and assist economic development 
and growth in the democratic nations of the world. 


Need a democratic World Economic Union 


We have said that we are convinced that these aims could best be obtained by 
the early establishment of a democratic World Economic Union, composed of 
nations that would subscribe to the kinds of democratic rights and privileges set 
forth in the United States Constitution and Bill of Rights. Such an economic 
union of democratic nations, we feel, could develop and operate the economic 
development and trade promotion programs that would contribute most to a rapid 
integration and growth of free world economies. 

Until such time as a democratic World Economic Union can be established 
and put into operation, we are convinced that the policies of the United States, 
4perating through foreign economic agencies and the United Nations and the 
specialized agencies, such as Food and Agriculture Organization, should be 
adapted to coincide as nearly as possible with the kind of economic program 
for the free world as would be adopted by its representative governing body if 
such an economic union were in existence. 

We feel that the largest possible proportion of our foreign economic programs 
should be implemented through agencies of the United Nations. Further, we are 
convinced that those parts of these programs that cannot under current conditions 
be best administered through the U. N. should be carried out as fully as possible 
through the voluntary private foreign relief organizations such as CARE, reg- 
istered for that purpose with Foreign Operations Administration. This has two 
advantages, we feel. First, it helps overcome the appearance, as well as the 
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actuality, of economic imperialism. Second, we are convinced that we can be 
more fully assured that the people in other nations who need our economic help 
most will be more likely to receive it if such programs are administered through 
private relief organizations than by government-to-government procedures. 


Why communism will fail 


We should like to invite the attention of the committee members to an article 
in the February 1955 issue of Harper’s Magazine entitled “Why Communists May 
Fail.” The essence of the article is that the Soviet system is most likely to 
break up because it refuses to recognize the facts of life about family farming. 
This fact provides a great challenge to America, both domestically and in our 
foreign economic programs. To quote the author of the article, “Perhaps the 
most dangerous enemy of communism is the stoic, passive peasant in Kastern 
Germany, Poland, the Soviet Union itself, China and Northern Vietnam * * *. 
The passive figure of the peasant, trapped in totalitarianism, is joined as a 
potential mortal enemy of communism by the farmers of the free world—notably 
in the underdeveloped areas and perhaps most notably, at the moment, by the 
awakening of the Indian peasant.” 


AGRICULTURAL LAND REFORMS 


This challenge has been the basis of the deep interest and strong efforts of 
National Farmers Union to insist that a central part of United States 
foreign economic programs should be to promote agricultural land reform in 
all its phases—secure land tenure, adequate farm protection income programs, 
development of farmers’ purchasing, marketing, and service cooperatives, ade- 
quate family farm credit facilities, organization and growth of free farm 
organizations, and the like. 

The desire of the agricultural producers of the world to become substantial 
family farmers with secure tenure and decent incomes can be a strong moving 
force for expansion of democracy and the basis for a secure peace. 

We feel that agricultural land reform has never been given the important 
place it deserves in our foreign policy. Further, we feel that emphasis upon it 
has been reduced markedly in the last 3 years. We look on this lessening of 
emphasis upon agricultural land reform as an adverse and dangerous develop- 
ment in United States foreign economic policy. 

If time permitted, we would cite in detail the examples where successful, 
United States-assisted agricultural land rfeorms have had most desirable results, 
to mention a few: South Korea, Japan, Iran, the Philippines. We think that 
subsequent events have proved the tragic blunder that the United States made 
in failing to follow a similar policy in Egypt. 


WHICH WAY? 


In exercise of its economic world leadership, the United States can take 
either of two routes: The road to scarcity or the road to abundance. 

Faced with the problems of tariffs, low productivity, dollar shortages, embar- 
goes, and other problems restricting sales of United States farm products in 
other countries, the United States can take the road of abundance or the road 
to scarcity. 

There are two kinds of scarcity roads: 

1. Economic isolation or go it alone; and 

2. Exclusive reliance upon cartel-dominated “free trade.” 


The “go it alone” road to scarcity and chaos 


The United States can go it alone. American markets for American goods. 
Hold out competing imports; give up foreign markets for United States produc- 
tion. 

The United States farmer would have to shift 50 million acres now producing 
wheat, cotton, tobacco, rice, corn, soybeans, apples, and other commodities into 
production of something else that could be sold in the United States. 

A large segment of United States industrial production would have to shut 
down, lay off workers, reduce consumer demand in the United States for farm 
commodities for lack of raw materials and lack of foreign markets. 

United States farmers’ cost of production and consumers’ cost of living would 
rise owing to our not being able to buy imported goods. 

The entire free world, including United States, production and living standards 
would be reduced. “Stomach communism” in many areas of the world would 
be promoted. A “Fortress America” would become inevitable. 
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If we want this, if we want to “go it alone,” it can be done with preclusive 
protective embargoes and tariffs against imports; expansion of “buy American” 
policies ; refusal to support United States and FAO; and stopping United States 
economic aid to nations of the free world. 


The cartel-dominated road to scarcity and chaos 


The other road to searcity is to rely exclusively upon cartel-dominated so-called 
free international trade. 

We can do this by repealing our tariffs, abolishing our embargoes against 
competing imports, such as sugar, wool, feed grains, barley, and dairy products ; 
stopping United States economic aid to other countries; abolishing the United 
States Export-Import Bank, the International Wheat Agreement, pulling out of 
World Bank and International Monetary Fund, refuse to implement Reciprocal 
Trade Agreement, repeal section 22, and the escape clause. 

International trade would then be dominated by international private cartels— 
huge international trade monopolies. Only the farmers and other raw ma- 
terial producers of the world would fully “enjoy” the fruits of “competition.” 

Foreign countries could net be expected to greatly reduce their government re- 
strictions on trade and currency exchanges. United States producers would 
be “set free’ in an administered-price market dominated by foreign govern- 
ment regulation and international private cartels. Selling prices received by 
United States producers would be uncertain and artificially low. Buying prices 
paid by United States consumers would be uncertain and artificially high. 

The “world price” of farm commodities and other raw materials such as tin, 
rubber, and iron ore, would fluctuate greatly from month to month and year 
to year. This would discourage productive investments and retard free world 
economic expansion. 

Neither of these scarcity roads is the right road. 


Road to abundance and peace 


The road to abundance is through negotiated international regulation of ex- 
panded international exchange of materials—greater international economic 
cooperation and coordination, preferably through international agreements and 
agencies comprised of many nations. ;, 

These include negotiation and establishment of (1) a world economic develop- 
ment agency; (2) additional international commodity agreements such as the 
International Wheat Agreement for each and every raw material that enters im- 
portantly into international trade; (3) renewal of reciprocal trade agreement ; 
(4) ratification of an international trade agency truly consistent with these 
principles; and (5) the proposed international food and raw materials reserve. 

If these things are done, this would— 

(a) Encourage investments; 

(b) Stabilize markets; 

(c) Promote increase production in all countries; 

(d@) Reduce, and ultimately eliminate famines, chronic undernutrition, 
low living standards; and 

(e€) Make possible the use of abundant food supplies to aid in establish- 
ment in the lesser developed area of the world a system of public schooling 
for every child. 

Serious gaps now exist in present United States laws and international agree- 
ments. 

There is no provision for international handling of interrelated financial and 
commodity market problems. 

Thus, the United States with 7 percent of world’s people, 30 percent of world’s 
resources, but 70 percent of world’s manufacturing output is using up resources 
very rapidly and does not have a stabilized source of supply, while, raw materials 
producing nations are still subject to wild “ups and downs” in world raw ma- 
terials markets and monetary exchanges. 

It is our considered and mature opinion that these gaps must be closed. We 
are convinced they can be closed to the great benefit both of the United States 
and all the other democratic free nations of the world. We are also convinced 
that this is the only type of foreign economy that is consistent with an expanding 
full employment domestic economy, with the attainment of the needs and aspira- 
tions of United States family farmers, and most conducive to national security. 


Sliding scale farm program a handicap 


The sliding scale farm price and income policy now being operated by the Fed- 
eral Government is a detriment and a handicap to an intelligent and effective 
foreign economic policy. Exclusive reliance for farm income protection on 
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market price propping not only serves as an artificial suction to draw in un- 
needed imports and thus invites and requires the imposition of tariffs and im- 
port quotas. The exclusive use of market price propping of sliding scale farm 
price supports may also build up in Government ownership a stock of commodities 
beyond the need for an adequate national safety reserve. When this happens 
and such stocks are put into a special set-aside as has been done, for special 
foreign disposition of the dumping variety instead of being insulated as should 
have been done, these stocks become a burden on and threat to trade and eco- 
nomie development all over the free world. 

We are convinced that our domestic farm income-protection program can and 
should be made fully consistent with the internationally planned abundance type 
of foreign economic policy. 

The full parity family farm income protection program, the adoption of which 
is urged by National Farmers Union, is of this nature. 


FULL PARITY FAMILY FARM INCOME PROTECTION PROGRAM 


The following is a brief outline of the major phases of the full parity family 
farm income protection program that we feel is fully consistent with a desirable 
foreign economic policy. 

I. Fair trade for farmers. 

(a) Enactment of mandatory income protection for family farm production 
of all farm commodities at 100 percent of a fair parity, using production pay- 
ment as well as loans, purchase agreements and purchases as methods of support. 

(bv) Revitalize and expand Federal crop insurance program. 

II. Expanding human use and demand for farm commodities. 

(a@) Domestic consumption expansion. 

(0) Expanded exports. 

III. Keeping supply marketing in balance with augmented demand. 

(a) Establish conservation acreage reserve. 

(b) Revise and extend marketing quotas. 

(c) Marketing agreements and orders. 

IV. Establishment of a yardstick family farm loan agency. 


Fair trade for farmers 


Almost all family farms today are commercial farms. They must buy a very 
large part of the machinery, and supplies used for farm operation and for modern 
family living, about 89 percent, as an average. They sell a very large part of 
what they produce, averaging over 90 percent. The terms they trade on makes 
a big difference in the standard of living the family is able to earn. 

The prices of things that farmers buy, both production and family living items, 
are retail prices like the prices all consumers pay. These retail prices, and the 
wholesale prices behind them, are administered prices—prices set by .manufac- 
turers, money-market bankers, railroad companies, and others, on the basis of 
their ability to withhold supply to maintain the set price. Experience has shown 
that these prices paid by farmers and consumers rise fast enough in periods of 
inflation. However, experience has also shown that the prices paid by farmers 
for things and services they must buy from nonfarmers do not drop very much 
even in periods of economic stagnation. This is because manufacturers and the 
others protected by tariffs and corporation laws and Government commissions, 
can hold down production and maintain price partly because of the small num- 
ber of firms in each industry. They can do so profitably because overhead fixed 
costs are a small proportion of total costs thus enabling them to make large cuts 
in costs as a result of reduced production. 

On the other hand, there are about 314 million farmers selling in competition 
with each other. None of them controls a significantly large enough share of 
the total market to raise prices received by withholding supplies from the 
market. Nor have they been able successfully to band together voluntarily to do 
so. Moreover, unlike the industrialist, a farmer’s fixed costs are a very high 
proportion of total costs. He cannot reduce costs much by curtailing produc- 
tion. Operating alone the only out for the individual farmer is to produce more 
as long as he can to raise gross income by increasing volume of sales. In com- 
peting with each other to do so in the past year by obtaining more land, farmers 
have bid up land values in the face of falling income. The increased supply 
resulting from 3 million farmers each doing this causes a very large drop in 
prices received by farmers. The nature of demand for food and clothing is such 
that a small percentage increase in supply or decrease in demand will cause a 
Six-times greater percentage drop in prices received by farmers. 
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Coupled with these adverse terms of trade for farmers is the tendency for 
improved farm technology to cause farm production to increase faster than 
population and improving diets even if special governmental consumption- 
expanding measures are put into effect. 

The net result of farmers’ adverse terms of trade is chronic farm economic 
depression when farmers are not protected from the forces of the so-called free 
market. The indication of recent history is that even in a relatively full employ- 
ment economy farm family incomes will drop continuously about 5 percent per 
year in the absence of fully adequate specific governmental farm income pro- 
tection programs. This drop will continue until such time as farm families 
exhaust a substantial portion of their assets and net worth, until they are living 
in utter poverty and have worn out their capital equipment and exhausted their 
soil and water resources. History as well as current statistical estimates indi- 
eate the bottom of the free market sliding scale is a parity ratio somewhere 
between 50 and 60 percent of parity. 

Experience has shown the only solid protection available to even up farmer 
bargaining power and the only way that farmers can obtain fair terms of trade 
is to make use of programs of the Federal Government— 

To increase demand and markets through direct action programs ; 

To establish farm parity income program to protect farm income against 
adverse terms of trade; and 

To enable farmers to keep the volume of marketed farm products in 
reasonable balance with augmented demand. 


Income protection for farmers 


National Farmers Union continues to urge the enactment of laws requiring 
the Government to use production payments and price-support loans, purchase 
agreements, and purchases in workable combinations to maintain the returns 
per unit of commodity of the family farm production of all farm-produced com- 
modities at 100 percent of a fair parity. 

Parity.—Parity for any farm commodity should be figured as the return per 
unit of the commodity that would give farm families who produce it an oppor- 
tunity to earn the equivalent income and purchasing power that can be earned 
by people in other occupations in an expanding full-employment economy. 

Family farm volume protected.—Individual farm family would be eligible to 
obtain payments and price-support protection on their sales only up to the maxi- 
mum size of a family farm. 

Methods of support.—Price-supporting Government purchases of commodities 
would be used only where required to relieve temporary seasonal market gluts 
and where either the commodity can be economically stored from year to year 
or where noncommercial outlets are in sight for the commodities purchased. 
Price-supporting purchase agreements and nonrecourse price-support loans would 
be used to even out seasonal patterns in prices, prevent gluts at harvest time, and 
to maintain orderly marketing and market stability. Price-supporting Govern- 
ment purchases would also be used where needed to develop and maintain the 
Nation’s safety reserve, strategic stockpile, or ever-normal storehouse of food 
and fiber commodities. But primary reliance for farm-income support would 
be placed upon use of compensatory production payments direct to farmers to 
make up the margin by which market prices received by producers of that com- 
modity were below the parity level for that commodity. 

Crop and livestock insurance——Farm commodity income-support programs 
protect against unfair economic hazards resulting from their weak bargaining 
power in the market. They do not help at all in case the crop is a failure be- 
cause of drought, flood, insects, or other natural disaster or there are livestock 
losses from natural causes. 

To fill this need National Farmers Union urged adoption and rapid expansion 
of the Federal crop insurance program. Its provisions should be expanded to 
farm livestock. The fundamental idea of this program is that Americans never 
do sit idly by as their neighbors in another part of the country are subjected to 
great loss and destruction due to natural causes. Billions of dollars of relief 
funds in past years have been expended to overcome the suffering due to drought 
and such after they happened. The idea ¢® crop insurance is that the people in 
the Nation by paying the administrative a..u experimental costs of such a program 
enable farmers through the annual payment of premiums to insure themselves 
against the income loss due to natural hazards, and thus reduce the future need 
for special “disaster relief” expenditures. 
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Expanding full employment economy 


National Farmers Union was one of the original sponsors of the Employment 
Act of 1946. We are convinced the domestic market demand for farm products 
resulting from increasing farm productivity can be maintained only in an expand- 
ing full employment economy. The economic history of the Nation shows that 
over the 45 years, for which statistical data are available, farm family incomes 
fall in any year when the total national economy grows by less than 10 percent 
above the previous year. Except in years when total national economic growth 
is 10 percent or more per year, the terms of trade are against farmers for the 
reasons discussed in the previous section. 

Therefore National Farmers Union continues to support all policies and pro- 
grams such as interest-rate reduction ; increased personal income-tax exemptions ; 
expanded school, hospital, highways, hydroelectric, and irrigation dam construc- 
tion, and other public works; higher minimum wages; more nearly adequate 
social-security protection for unemployed, disabled, and retired citizens; and 
protection of rights of organization and collective bargaining of those who work 
for employers. 

With a national annual economic growth rate of about 6 percent, industrial 
inemployment would be reduced to a fractional minimum and consumers’ pur- 
chasing power for farm and other products would be at a maximum consistent 
with a stabilized price level. This would mean that increasing demand for farm 
products would lack only about 1 percent per year in keeping up with increasing 
farm productivity and net farm income would drop only 3 percent per year. Rec- 
ognizing that economic growth as rapid as 10 percent a year might bring inflation, 
yet knowing that a slower growth rate means falling farm income, National 
Farmers Union continues to urge adoption of special governmental consumption- 
expanding programs and a fully adequate farm income-protection program as 
well as maintenance of a national economic growth rate of 6 percent per year. 


Expanding domestic consumption and market demand 


Effective advertising and merchandising of farm-produced commodities are of 
some value in expanding domestic markets for farm products. But they cannot 
be relied upon to bring about any very large expansion in the total United States 
demand for all food and fiber. The Nation’s leading economists are agreed that 
the only way to very greatly increase consumer demand for food and fiber is 
through increased purchasing power of groups of consumers that do not now have 
sufficient buying power to buy the food and clothing they need and want. 

Special consumption expanding programs.—The largest untapped market for 
farm products is made up of the unemployed, the dependent widows and children, 
permanently handicapped and disabled, the aged, and other low-income consumers. 
These people, with incomes from private and governmental sources of less than 
51,000 per person per year, simply do not have enough purchasing power to 
maintain all the needs of life and still spend as much for food and clothing as 
they want and need for adequate standards. These people want to buy more. 
They will accept commodities provided through direct Government distribution, 
but they would prefer to be able to buy them at regular stores like anybody else. 

To make this possible and bring about a vast increase in United States con- 
sumption of food commodities, National Farmers Union continues to urge— 

Adoption of a nationwide food allotment stamp plan ; 

Expansion to all schools of the national school lunch program now serving 
less than one-third of the schools ; 

Improvement and expansion of the fluid milk for school children program 
to provide free at least two half-pints of milk per child per day and pay local 
school district administrative costs ; 

Adoption of improved Federal standards and inspection of perishable farm 
commodities in terminal, as well as shipping, markets with adequate Federal 
financing ; 

Adequate nutrition standards for the Armed Forces and veterans’ hospitals, 
penal institutions, hospitals, and other public and private nonprofit agencies 
by means of commodity donation or food subsidies ; and 

Adoption of a credit program to encourage modernization and improvement 
of perishable farm-commodity terminal markets. 

Adequately financed, the program listed on the preceding page would keep con- 
sumer demand in a full employment economy increasing as rapidly in the next 
few years as farm production. 
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Expanding foreign consumption and market demand for United States farm 
commodities 


Many United States-produced farm commodities, up to 10 percent of total 
production, must in normal years find a market outside our national boundaries. 
This market can and should be expanded. Additional agricultural attachés and 
improved advertising and merchandising will help some. But just as in the case 
of the domestic market, the really big increases in market demand for United 
States produced farm commodities can come only from increased purchasing 
power in foreign countries, or from United States Government purchases de- 
signed for foreign shipment. We are convinced that this total can be raised from 
the current annual export sales of about $3 billion to at least $4.5 billion by the 
combined and coordinated use by our Nation of the following (and we will be 
protecting our farmers at the same time, by intelligent methods, rather than re- 
strictive ones, against the ill effects of imports that compete with United States 
farm products) : 

Negotiation and establishment of additional international commodity 
agreement for all raw materials that enter importantly into international 
trade, similar to the International Wheat Agreement, which will bring into 
agreement all of the importing nations as well as all of the exporting nations 
for each commodity ; 

Negotiation and establishment of an international food and raw materials 
reserve or clearinghouse, to establish supplies, relieve famines, and stabilize 
prices of all food and other raw material commodities that enter importantly 
in international trade; 

Continuation of the Agricultural Trade Development and Assistance Act 
to provide for $3 billion per year of donations and sales for soft currencies 
of United States farm commodities and expand the purposes for which 
donated commodities and loans of soft currency may be used to include 
establishment and operation of systems of universal free general and voca- 
tional education in nations of the free world where such do not now exist: 

Continuation and intelligent expansion of the point-4 program of United 
States aid to economic development of other free nations in a way that will 
increase coordinated economic growth of the nations of the free world; 

Continuation of the reciprocal trade agreements providing for worldwide 
tariff reductions and customs simplication ; and 

Inauguration of full parity compensatory production payment methods as 
primary reliance in supporting farmers returns on farm commodities some 
of the supply of which are either imported or exported, as part of a nation- 
wide program of trade adjustment aids to United States industries, com- 
munities, workers, and farmers injured by tariff reductions and elimination 
of import quotas. 

The industry of advanced nations is chewing up basic resources at a tre- 
mendous and rising rate. For example, the United States which has 7 percent of 
the world’s population and 30 percent of the world’s natural resources account for 
70 percent of the world’s manufactured goods. The United States is using up its 
resources base at a very rapid rate and very much faster than the rest of the 
world. To be secure in our rising living standards and to retain the resource 
base for an expanding economy, we must assure ourselves a stabilized source of 
supply of the raw materials for our manufacturing industry. The same situa- 
tion is true in other industrial nations such as the United Kingdom, France, Ger- 
many, and Japan. The thought provoking details for different commodities were 
thoroughly considered in the Paley report of several years ago. 

Highly industrialized nations could depend entirely upon private industrial 
concerns to make long-term contracts with raw material producers in other lands. 
And, this should be done. But, it can only be successfully and securely accom- 
plished under the protection and encouragement by governments and interna- 
tional economic accords. 

These latter conceivably could be done exclusively through bilateral arrange- 
ments between the United States and foreign nations; one nation at a time, 
one commodity at a time. However, no supplier, private enterprise of state, wants 
to become dependent exclusively on one buyer; nor does any importing nation or 
industrialist want to become dependent upon only one seller. 

Through the international food and raw materials reserve, exporting nations 
can obtain assured long-term stabilized markets and importing nations can 
obtain an assured long-term ample supply at stabilized prices of imports on terms 
that will not injure domestic producers who must sell their commodities in com- 
petition with imports. 
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The international food and raw materials reserve would operate in coordination 
with the International Monetary Fund and the World Bank. Many of the na- 
tional restrictions we now have that hold down greater international exchange of 
commodities is the desire of nations to preserve their monetary position in dif- 
ferent currencies particularly dollars and pounds sterling. The international 
food and raw materials reserve would completely eliminate this problem by 
operating in terms of all currencies on the basis of internationally agreed upon 
official exchange rates. 


Permanent peace depends on international institutions that will promote more 
rapid economic growth 

The international food and raw materials resolution has been before Congress 
for4 years. It was passed by the Senate in 1956 as a part of the mutual security 
pill but was lost in conference by a close vote. The concepts involved in the reso- 
lution have their roots in the still-unsolved problems of extreme human need, 
starvation, economic stagnation, and poverty throughout the world in the midst of 
surpluses of raw materials that cannot be sold at prices that will return an ade- 
quate stable income to producers. 

The genesis of the ideas are found in the efforts of National Farmers Union 
vf the United States to work out a solution to the farmer’s income problem. 
Recommendations presented 10 years ago to the International Federation of 
Agricultural Producers by National Farmers Union representatives were fully 
considered and favorably acted upon by this international private farm organi- 
zation, among whose members are all the national farm organizations of the 
United States. 

The international food and raw materials resolution as passed by the Senate 
does not itself establish an international agency. The resolution merely calls 
upon the President to undertake negotiations with other nations to that end. 
Any agreements reached would, of course, be subject to review and ratification by 
the Senate of the United States and appropriation of any needed capital and 
other funds would have to be fully considered by both Houses. 

The international food and raw materials reserve will help solve many of our 
Nation’s most difficult problems of both domestic and foreign policy. It will 
make a major contribution toward permanent peace by facilitating a more rapid 
rate of economic expansion. Its operation will stabilize world raw material 
markets. It will put abundant production to work. 


INTERNATIONAL COOPERATION AND PLANNING 


The proposal for the establishment of an international raw materials reserve 
to cover petroleum, iron ore, tin, rubber, and other raw materials, as well as 
food and fiber, is not new. An international food reserve resolution was intro- 
a = 1953 by Senator Murray and 23 other Senators and by Congressman 
Metcalf. 

A world food board idea was proposed immediately after World War II by 
Lord John Boyd Orr, first Director General of Food and Agriculture Organi- 
zation. 

An international commodity clearance house was proposed by committee of 
experts of FAO and IFAP, but was never ratified by the governments. 

In 1954, the International Federation of Agricultural Producers meeting in 
yeaa Kenya, made the following policy declaration (the eighth in as many 
years): 

“Intergovernmentally agreed rules be adopted by the countries concerned 
regarding principles to be followed in the disposal of surplus stocks in the world 
markets so that they interfere as little as possible with normal production and 
trade, and that effective intergovernmental machinery be established for con- 
sultative purposes, 

“The matter of a world food reserve should be kept under active consideration 
and to that end, the committee recommends that the secretariat prepare a study 
indicating the nature of the machinery needed to implement the plan and the 
obstacles that have stood in the way of attainment of this objective and giving 
all possible suggestions as to how such obstacles might be overcome.” 


International commodity agreements 


The international food and raw materials reserve should be buttressed and 
coupled with additional international commodity agreements similar to the 
International Wheat Agreement. 
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At its 1954 meeting, the International Federation of Agricultural Producers 
said in its policy statement: 

“IFAP reaffirms its faith in intergovernmental commodity agreements as a 
means of bringing about greater stability in the prices of major commodities 
moving in world commerce and will assist in creating a better public under- 
standing of the underlying philosophy of such agreements as an important means 
of stabilizing trade” 

The United States is already embarked upon a small and timid program to 
make use of abundant United States farm production to further the aims of 
the United States foreign policy on a unilateral and bilateral basis through: 

(a) Agricultural Trade Development and Assistance Act of 1954 (Public 
Law 480) which provides for sales for soft currencies up to $3 billion and dona- 
tions up to $300 million. 

(b) Title I, Agricultural Act of 1954 (Public Law 690) provides for foreign 
sale and donation of up to $2% billion set-aside of CCC stocks. 

(c) Farm product amendment to Mutual Security (Foreign Aid) Act pro- 
vides for donations and sales up to $300 million in this fiscal year. 

(d) Section 416 of the Agricultural Act of 1954, as amended in 1954, auth- 
orizes CCC to sell stocks at “competitive world prices and pay repackaging 
costs and transportation from present location to shipping port.” 

(e) Section 202 of the Agricultural Act of 1956 directs the Commodity Credit 
Corporation to exercise its powers and authorities to encourage the sale for ex- 
port at competitive world prices, its stocks of extra long staple cotton. 

(f) Section 32, enacted in 1938, allows up to 30 percent of tariff revenues to 
finance foreign sales of United States farm products. The Agricultural Act of 
1956 authorizes an appropriation, beginning July 1, 1956, of not over $500 million 
to supplement operations under section 32 of Public Law 320. Of this amount 
only one-half may be used for one commodity or the products thereof. 

This program has an excellent aim. The major trouble with it is that which 
has already been revealed by the extreme slowness with which the program was 
put into operation. In actual practice, even this unilateral United States pro- 
gram can be carried out only by international negotiation, seldom bilateral but 
usually requiring consideration for side effect upon third and fourth parties. 
How much better if an international institution were available to operate this 
essentially good program. 


Need for economic growth of democratic nations 


Half the world’s people have just about enough food for minimum subsistence— 
barely enough to prevent starvation—but not enough for health by any decent 
standard. Only one-third of the world population has enough food of the right 
kind to be well nourished. 

The average life expectancy in India is only 27 compared to United States figure 
of 68. 

In India, 123 of each 1,000 babies born die in their first year. In the United 
States the figure is only 29 per 1,000. In Iraq and Egypt, only 600 of each 1,000 
babies that are born live to be 5 years old. 

To bring the average world textile consumption per person up to only one-half 
the United States average of 38 pounds per year, would require an increase in 
world production of cotton and other fibers of almost 90 percent. 

Population increase in the last 15 years has outrun increase in food and fiber 
production in the world as a whole and in many different countries of the world, 
particularly in southeast Asia, southeast Europe, northern Africa, Germany, and 
Austria. 

To be safe, nutritionally, over a long period, requires about 1,900 calories a day 
with some protein from animal sources in warmer tropical climates; and 2,200 
calories a day in cooler areas, such as the United States. In all the world, except 
a handful of countries in Western Europe, North and South America, Australia, 
and New Zealand, the people on the average live at or very near this breakover 
point. Since some people in every country live very well indeed, considerably 
more than half of the population live below safe nutritional levels most of their 
lives. 

The real answer to the problem of unbalance between productive capacity and 
effective demand must be found on the side of demand. People have almost 
unlimited wants—which unfortunately do not always meet with a corresponding 
purchasing power—for better food, better housing, better clothing, better educa- 
tional facilities, and for a vast array of various kinds of manufactured goods. 
There could be an ever expanding circle of the distribution of these things as 
opportunity is increased. 
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The underdeveloped countries may be divided into two classes—those which 
have large natural resources but small populations and those which have large 
populations in comparison with their resources of raw materials. The former 
are largely in Africa, the Middle East, and Latin America. The latter are largely 
in Asia. 

In the countries of small populations and large resources the problem is mainly 
one of securing outside capital for development, although there is also the problem 
of raising the level of technical skills of the native population. 

It is, however, the problem of economic growth of heavily populated under- 
developed countries with relatively limited natural resources that is most difficult 
of solution. It is in these countries where will be found the vast number of 
underclothed and undernourished people who could, through economic develop- 
ment, earn the means of payment to absorb enormous quantities of food and 
fiber. 

These countries need technical assistance and capital if their standards of 
living and purchasing power are to be substantially raised. It is recognized that, 
in respect to both technical assistance and capital, agricultural development will 
receive important consideration, for agricultural development must go hand in 
hand with industrial development if the necessary expansion in consumer pur- 
chasing power is to be achieved. 

So far as technical assistance is concerned, some progress has already been 
made through international and national agencies; but much more needs to be 
done. The problem of capital for development is much more difficult but equally 
important in this class of country. 


United States food to eliminate world illiteracy 


All of the socalled surplus United States food and fiber production would 
be but a drop in the bucket, if the democratic nations should agree to use food to 
finance and make possible the complete elimination of illiteracy by means of 
nationwide systems of free public schools, including vocational education, for 
every child. ’ 

The average per person real income in the United States is upwards of $1,900 
per year. This level is approached only by such countries as Switzerland, Canada, 
Australia, New Zealand, and Sweden. Real income per person in Pngland is 
half that of the United States; French per person income two-thirds that of 
England; and Italian is only two-thirds of French. 
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In most of the rest of the world, income and standards of living are very low, 
averaging $125 per person per year in South and Central America, $75 per person 
in Africa and the Middle East, and $40 per person per year in Asiastic countries. 

The United States has 7 percent of the world’s people, and 50 percent of the 
world’s income. United States produces half of the world’s radios, three-fourths 
of its telephones, four-fifths of its automobiles, half of the world’s power. In 
all, United States produces each year 70 percent of the world’s manufactured 
products. 

Similar figures for the continents of the world are: 





| Pereentof | Percent of 





Continent world’s | world’s 

people | ineome 

Percent Percent 
BA os ane Ail A medal nag SPIED Ak ett oe ete ALLEL IL EY ODOT 8.8 2.6 
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ARBs Sistine tee Beets capone as. oleate tires ety Tot Otay 53. 9 2.0 
TUTORS GUGUNNG FOIBU ion. - oid- opel = bpigd open pln dino abate dalbuaptie ped. <b 16.6 | 16.5 
Wig Cea oe dabhs Sabled cise cbdtde be; hein iad etek 2 canton teckaiabitinelcae cicuishhic 8.1 1.4 





WHY UNITED STATES MUST ACT 


If history teaches anything it is that situations of this kind cannot long endure. 
History has a way of removing barriers and evening off such extremes of eco- 
homie opportunity. Usually this is brought about when the barbarians storm 
the walls of ancient Rome and burn and sack the city. This pulls down every- 
body to the lowest level. 
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It behooves the United States and other industrialized nations to see that the 
evening up comes about by expanding economic opportunities in other nations ; 
not through forced reduction of standards in nations with higher incomes. 

About a third of the world’s people live in the United States, western Europe, 
and other democratic nations that are relatively well developed and have 
fairly high incomes and living standards; another third live in countries behind 
the so-called Iron Curtain dominated by Soviet Russia and its police state system 
of control. 

The remaining third of the world’s people—about 900 million of them—live 
in nations that have not yet made up their minds about democracy. These are 
the people of South and Central America, southeast Asia, Africa, and the Middle 
East. Here “stomach communism” holds out a glittering lure with its false 
promises of enough to eat. 

These nations have not attained the economic development and higher living 
standards easily possible with modern technology and organization. Hxtreme 
poverty is the rule. 

The United States must intensify its efforts to assist in the development of a 
coordinated program of aid to relieve hunger and suffering, and to promote 
expansion and strengthening of the national economies of the democratic nations 
in ways that will not destroy the principle of self-determination of peoples. 
The United States should help these nations to develop economic conditions that 
will— 


(a) Create an international community of economic effort for common 
purposes, avoiding the extremes of either forcing unwanted policies on others 
as a condition of our help, or of undertaking action ourselves in the absence 
of appropriate efforts in the countries that participate; 

(6b) Promote material well-being and allow employment, production, 
trade, and investment in ways that will enrich human life and eliminate 
economic weaknesses that threaten political stability and inevitable totali- 
tarian imperialism ; 

(c) Afford all democratic nations increasing opportunities for economic 
growth and improving standards of living in ways which will operate so 
that economic gains are distributed equitably within countries; and 

(d@) Attract peoples and governments toward the democratic system of 
political freedom. 

To attain these objectives we support continued international economic nego- 
tiation; increased United States contributions to the specialized agencies such 
as the Food and Agriculture Organization, and expansion of United States 
foreign economic assistance and of the program by which our advanced techno- 
logical knowledge is made available to other nations to assist them to increase 
the efficiency of production and marketing and to improve the agricultural land 
tenure systems, eliminate colonialism, and reform their economic and social 
structures. 

The operations of an international food and raw materials reserve would 
generate the purchasing power and stabilize international markets in a manner 
that would greatly facilitate more rapid economic development in the free world. 

An international food and raw materials reserve would greatly strengthen the 
operations of our point 4 laws. 

The Mutual Security Authorization and Appropriation Acts provide a small 
amount of United States funds for loans and grants to other nations to facilitate 
economic development and expansion and a limited amount of funds to send 
United States experts to foreign countries to provide technical assistance or 
“know-how.” 

The United States appropriations to FAO and other specialized United Nations 
agencies and limited United States contribution to expanded technical-assistance 
program of the United Nations. 

With an operating food and raw materials reserve, these funds would go a 
lot further because first they would be augmented by the loans available from 
sale of buffer stocks. The stabilized international markets would greatly reduce 
the risks of price fluctuations and thus raise expectations sufficiently to really 
speed up investment in resource development. 

The appropriation for this work has been greatly reduced since 1952. Civilian 
programs have been submerged and intermingled with large military-aid 
programs, 

Emphasis has been centered on engineering and production techniques and 
largely shifted away from institutional reform, except that in 1954 the program 
to help develop labor unions in other countries was reactivated in the summer of 
1954 after having been allowed to lapse for a year. 
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Attention to organization and development of farmers’ cooperatives and farm 
credit agencies has been continued but at a reduced scope. Work on land tenure 
improvement and setting up free private farm organizations has largely been 
curtailed or eliminated. 

Our Nation must recapture leadership in this vital field. We need to enlist 
the cooperation of other economically strong nations, preferably under auspices of 
international organizations. 

The proposed international food and raw materials reserve is a necessary sup- 
plement to the technical-assistance programs of the United Nations, the World 
Bank and other specialized agencies. 


Other measures 


In addition to restoring a larger scope to our point 4 programs and establishing 
an internaitonal food and raw materials reserve or World Food Bank, National 
Farmers’ Union urges : 

Continued operation and improvement of the International Wheat Agreement 
and the International Sugar Agreement and additional International Commodity 
Agreements for all commodities that enter importantly into international trade. 
Such agreements should include net-importing as well as net-exporting nations 
and the pricing arrangements should be based upon an international parity or 
general price index. 

Expansion of Agricultural Trade Development and Assistance Act, to increase 
scope of program and expand authorization to include establishment of systems 
of universal free education in nations that do not have them. 

Make greater use of the authorities provided in the Reciprocal Trade Agree- 
ments Act. 

Enact legislation to establish a program of trade-adjustment aids to United 
States industries, workers, communities, and farmers injured by reductions in 
tariffs and import restrictions. This can be accomplished with respect to farm- 
ers by legislation to provide 100 percent of parity income protection primarily 
by means of production payments. Such action would entail expansion of this 
type program to include milk and its products and other farm commodities pro- 
vided in United States and sold in competition with imports as well as wool and 
sugar for which partially adequate payment programs are in operation. 

Participation of the United States in establishment of a Free World Economic 
Development Agency of the type proposed as the United Nations Special Fund 
for Economie Development (SUNFED). What is needed is a vast expansion of 
the type of work done by the Export-Import Bank, World Bank, and the World 
Monetary Fund, with greater emphasis on economic growth and less upon short- 
term repayment ability. 

United States appropriations of economic and technical assistance to other 
democratic natoins and for cultural exchange, such as the Fulbright program 
should be greatly expanded with as much as feasible of such aid extended through 
the instrumentalities of the United Nations and the specialized agencies such as 
Food and Agriculture Organization. 

We are convinced that if existing sliding-scale foreign economic policy were 
reversed to move in the directions indicated this would in itself further the pros- 
pects of peace as well as increase the demand for United States farm products. 
We are convinced that such foreign economic policies are a basic part of an intelli- 
gent and desirable full parity family farm income protection program that should 
also include : 

Fair trade for farmers: 

Enactment of mandatory farm income protection for family farm production 
of all commodities at 100 percent of a fair parity, using production payments in 
workable combinations with price-supporting purchase agreements loans and 
purchases. 

Revitalize and expand Federal crop-insurance program. 

Expanding human use and demand for farm commodities : 

Expanding full employment economy. 

National food allotment or stamp plan. 

Expand school-lunch program to all schools. 

Federal financing of two half pints of milk per schoolchild per day. 

Credit program to encourage improvement of terminal markets for perishable 
farm commodities. 

Better terminal market inspection of perishables. 

Provide more nearly adequate nutrition standards for public institutions. 

Keeping supply marketed in balance with augmented demand: 

Continue conservation acreage reserve. 
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Revise and extend marketing quotas. 

Provide for additional marketing agreements and orders. 

Establishment of a “yardstick” family farm loan agency. 

Mr, Harrison. Mr. Morrison ? 

Mr. Morrison. Do you think any features of the domestic agricul- 
tural program should be modified to reduce the conflicts that we have 
heard about with our international trade program ? 

Mr. Jonson. I am not sure just if I understand what you are get- 
ting at in this question. 

Mr. Morrison. Several other witnesses who have appeared here 
and testified, mainly with respect to agriculture and our international 
policies, have suggested that the price-support program should be 
made more flexible and lower on account of the difficulties that these 
programs make for our international trade policy. 

Mr. Jounson. Well, that is about the same thing as saying to a pro- 
ducer of some industrial commodity that to meet the foreign problem 
he needs to reduce tariffs. It is our view that we can make our foreign 
policy consistent with our domestic policy with respect to the prices 
that farmers get. It seems that the logical way to do that would be to 
work out means of negotiating these various commodity agreements 
so that we would know definitely what the outlook for an export of a 
certain commodity might be and could move that commodity at a pre- 
viously agreed upon price. At the same time we are doing that we 
could work to build up economies of some of these lesser developed 
nations so that they can earn more dollars with which to buy some of 
the commodities which we have to sell. 

In more specific answer to your question, I would hate to think we 
would say to our farm families of this Nation in order to move the 
abundant food stocks we now have in the United States that we just 
drop the price to the world market. Would you not hate to approach 
this problem with that sort of solution in mind ? 

Mr. Morrison. Well, I was trying to get your ideas. As I under- 
stand it, you would reduce these conflicts between our agricultural 
program and our foreign-trade policies by stimulating the level of 
standards of living abroad, and so forth, rather than modifying our 
own agricultural program ? 

Mr. Jounson. That is right. We take the position that the nations 
of the world who need our agricultural commodities to up their livin 
standards are involved, and that we ought to have some means o 
getting our food to them. If we had the mechanisms through which 
we could move out our abundant foodstuffs, this is the right direction 
to go. We favor the negotiated route, you might say, as to this. 

We have been a proponent of a world food bank along with Sena- 
tors Scott and Murray, who introduced a bill in the Senate last year. 
We had hearings before a subcommittee of the Senate Foreign Rela- 
tions Committee last year on what we call the international food and 
raw material reserve, or what some call the world food bank. These 
were very revealing hearings, and I believe they would be of interest 
to this committee, if you had a chance to review them. This provi- 
sion was put into the mutual security bill. It was lost in conference, 
but we think it does indicate rather wide approval that the Senate did 
approve the international food and raw material reserve. This would 
be a means through which we could on a multilateral basis begin to 
channel our abundant food stocks into a type of medium where we can 





j 
} 
: 
1 
| 


6 ie eA REE Oy 











Ay 


ae wy 


Pees VY Ft ww YY Wee 


+O @& 


~_ 


Rhea 


ne tee ibs IRAE, ect RAEN TA Basin. 


| 3 
ia 
| 4 
' = 
| 3 

4 

: 
| @ 





CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 625 


put them to practical use to aid the peoples of the free world who 
need the food. It seems that the direction we ought to be working in 
is how to develop programs to utilize effectively our foodstuifs, to 
develop the growth of the free and democratic portion of the world. 

Mr. Morrison. That is all. 

Mr. Macnrowicz. Thank you very much, Mr. Johnson. 

Our next witness is Stacey Bender, Jr., on behalf of the American 
Association of Port Authorities. 


STATEMENT OF STACEY BENDER, JR., ON BEHALF OF THE 
AMERICAN ASSOCIATION OF PORT AUTHORITIES 


Mr. Benper. Mr. Chairman, my name is Stacey Bender, Jr. Today 
I am appearing on behalf of the American Association of Port Author- 
ities, for whom I act as chairman of the foreign commerce committee. 

The foreign waterborne commerce of the United States in 1955 
totaled 226 million tons, far in excess of any previous year. ‘The value 
of the goods and services exchanged with foreign countries in 1955 
totaled 35 billion. The total United States exports in that same year 
amounted to 100 million tons, and the total United States imports 
amounted to 126 million tons, of which 61 million tons was dry cargo 
and 65 million tons was tanker cargo. 

My main purpose here today is to tell you gentlemen something that 
needs telling and needs telling badly. 

The value of a ton of freight to the economic port area of service is 
what is involved. All of these figures I will give you attach to the 
year 1955. 

In 1955 we exported 30,505,000 tons of bituminous coal. It has 
been ascertained by responsible economists in the port trade that the 
value of a ton of coal for export to a port economic area is $1.99. 
Therefore the total value of the economic impact of the coal that we 
exported in 1955 was $60,704,950. 

Vheat was exported to the extent of 5,879,000 bushels. The value 
of a ton of wheat to the port economic area was $4.66. That makes 
a total value of the export program, within the confines of the port 
area, of a little over $27 million. 

Crude petroleum imports, with the value added by refining, had a 
total tonnage of 37,948,000, with a value to the port area of $11.37, 
making a total of $430 million. 

Corn for export in 1955 totaled 2,603,000 tons, with a value of $4.66 
per ton to the port area, or a total program value of $12 million. 

Import raw sugar totaled 3,530,000 tons, with a value added after 
refining of $32.78 per ton, making a total program value of $115.7 
million. 

Iron ore imports totaled over 18 million tons, with a port value of 
$2.32 a ton, making the handling of that iron ore import worth $43.4 
million. 

Residual fuel oil imports totaled 21,973,000 tons, with a value to 
the port area of $2.89 per ton, making a total program value of han- 
dling residual fuel oil of $63.5 million. 

The Delaware River Port Authority has estimated that each ton of 
cargo loaded or unloaded in one of the ports of the United States 

83979—56—pt. 26 
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produces a direct dollar expenditure at the port area, as shown in the 
following table: 

General cargo, $12.46 a ton. 

Crude oil, with value after refining, $11.37 per ton. 

Tanker cargo other than crude oil, $2.89 per ton. 

Coal, $1.99 per ton. 

Grain, $4.66 per ton. 

Ore, $12.32 per ton. 

Raw sugar, $32.78, value added after refining. 

Local river harbor traffic is 82 cents per ton. 

The Delaware River Port Authority has estimated that in 1954 the 
79.5 million tons of commerce handled by the port complex brought 
about a direct income of over $610 million to that port area. e 
economic impact of a port function is measured by taking the entire 
expenditures of the ship itself in the various aspects of its port opera- 
tion, the port terminal income—that is, the earnings of the pier facility 
itself—the rail and motor freight spent in the port area itself, the 
crew expenditures of both the trains and rail and ship crews expendi- 
tures in the area, plus auxiliary services such as steamship agents, 
forwarders, brokers, warehouse companies, insurance companies, et 
cetera. 

The Port of New York Authority has estimated that the port impact 
on the port of New York of the entire port area ascends to a value 
of 25 cents on every dollar earned in the Port of New York Authority 
area. 

The port of Baltimore, through the Baltimore Association of 
Commerce, has estimated a port impact of 50 cents for every dollar 
earned in that port area. 

The port of New Orleans and certain other gulf ports have esti- 
mated that 70 cents of every dollar earned in New Orleans is a result 
of port economic impact. 

So you can see, gentlemen, that foreign trade is impotrant not only 
to port operators but it is important to quite a segment of the populace 
of these 23 States for which we speak. 

The Port of New York Authority has run up an estimate, well backed 
by figures, that 430,000 persons are employed in the port of New York, 
who earn $2.1 billion a year. Economists will tell you that for every 
dollar of free generation of economic impact $2 more are spent. There- 
fore, just in the port of New York alone the port contributes by reason 
of its direct impact and indirect impact, $6.3 billion every year. 

My statement, that I will file prior to October 15, will incorporate 
quite a bit more of this same information, that I feel you all should have 
to know and measure the value of foreign trade to your constituents. 

Mr. Harrison. We would be happy to receive it and it will be in- 
corporated in the record at the conclusion of your testimony. 

Mr. Benver. I am also authorized in my appearance to heartily and 
thoroughly endorse an organization for trade cooperation legislation, 
and also to urge that action be taken to institute a 24-hour quarantine 
measure, an inspection of ships on a 24-hour basis, the after-hours serv- 
ice to be paid for by the ocean carrier that so requests. 

I do not know whether you know it or not, but one of the reasons 
that ocean freight rates areas high as they are is the fact that ships must 
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wait in port, in port anchorages, dug by the Army engineers at quite 
an expense to the taxpayers, by reason of the inability of the maritime 
industry to obtain 24-hour quarantine service. 
My statement will include quite a bit more on this 24-hour service. 
I do not want to hold ae hearings now. 
Thank you very much. 


Mr. Harrison. Does that complete your statement, Mr. Bender? 
Mr. Benper. Yes, sir. 


Mr. Harrison. The committee thanks you very much for a very 
informative statement. 


Mr. Benver. I am happy to have been here, sir. 

Mr. Harrison. Mr. Machrowicz, do you have any questions? 
Mr. Macurowicz. No, Mr. Chairman. 

Mr. Harrison. Thank you very much. 

Mr. Benver. All right, sir. 


(The following supplemental statement was later submitted by 
Mr. Bender :) 


STATEMENT OF STACEY BENDER, DIRECTOR, TRADE DEVELOPMENT DEPARTMENT, GAL- 
VESTON WHARVES, GALVESTON, TEXx., APPEARING IN BEHALF OF THE AMERICAN 


ASSOCIATION OF PoRT AUTHORITIES, INC., AS CHAIRMAN, FOREIGN COMMERCE 
COMMITTEE 


My name is Stacey Bender. I am director of trade development, Galveston 
wharves, Galveston, Tex., however, I am appearing here today in behalf of the 
American Association of Port Authorities, in which association I am chairman of 
the foreign commerce committee. 

Much has been said, pro and con, regarding the reciprocal trade agreements 
program and, although our association has long been an advocate of a more 
liberal foreign trade policy, the association prefers to address its policymaking 
to specific legislation rather than to express opinions on academic propositions. 

All too little is known regarding the value of foreign trade itself to the ports 
of the United States; therefore, it is felt that an elaboration of the economic 
impact of foreign commerce on the total economy of the United States is appro- 
priate before this subcommittee. I have stated that the Nation’s foreign com- 
merce is handled through all the ports of the country, and the American Asso- 
ciation of Port Authorities is comprised of 61 public port agencies in 23 States 
and 2 noncontiguous territories, besides which many other maritime interests 
on all 4 coasts of the United States are enrolled on our membership roster. 

The foreign water-borne commerce of the United States in 1955 totaled 226 
million tons and the United States Department of Commerce has stated that the 
value of goods and services exchanged with foreign countries in that same year 
exceeded $35 billion. Of the 226 million tons, the total United States exports 
amounted to approximately 100 million tons, whereas the imports approximated 
126 million tons. Of this unprecedented volume of United States imports, 61 mil- 
lion tons were classified as dry cargo and 65 million tons as tanker cargo. I am 
pleased to outline below a table wherein can readily be seen the economic return 


to the port cities of the Nation of a forward looking foreign trade policy in 
the year 1955: 


Value of a P 





Tonnage, rogram 
1955 ton to port value 
| 
Bituminous coal expert. ......<.....1... Ric eS 30, 505, 000 | $1.99 | $60, 704, 950 
WOE ORIG aan cine pesnssse bss sedi dietleleienlse 5, 879, 000 4.66 | 27,396, 140 
CURIE en es 37, 948, 000 111.37 | 431, 468, 760 
Coma eet en ee ee es 2, 603, 000 4. 66 12, 129, 980 
gk RES ee eT Ee 3, 530, 000 1 32. 78 115, 713, 400 
uh: COUR UN a a ag ke oe 18, 729, 000 2. 32 | 43, 451, 280 
COONID Ta i cas carck ceenenscalhin dasa scales 1, 175, 000 12. 46 14, 640, 500 
SCCISIUNUIT UII ITN nn re 21, 973, 000 2. 89 63, 511, 970 








Value added by refining. 
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Each ton of cargo unloaded at one of the area’s ports produces a direct dollar 
expenditure in the port area as shown in the following table: 


General cargo. .....2202 1 se a ee en i $12. 46 
Orde 00) 4c iadaimcicicnntssiabitiie tating 11, 37 
Tanker cargo, other than Crude....nc-nnqeremnedancseseseseretnerennrane 2. 89 
CN nia ics assassin ics cds eats aE oe ane ass eae aa canna nanE a 1.99 
CI iced sein iced ail gpl a se wa spe Ss os alee 4. 66 
One 2 ds be ee ii i ee 2. nee 2. 32 
Tew  eUbAS “ose ih che ec nkeeearen i eee 82. 78 
Lees) river tte 2k en celine ssndetmitetetie att are . 82 


1 Value added by refining. 


You will note that the tonnage values have been drawn from the report of the 
United States Department of Commerce Review of 1955 just issued in Septem- 
ber 1956. The middle column, “Value of a ton to port,” is the result of a study 
by a recognized port economist. This dollar impact, varying to a minimal ex- 
tent, has been confirmed by leading port agencies throughout the country and 
the figures are, therefore, considered authentic. The program value, last column 
on the right, is simply a multiplication of the first two columns. 

The purpose in bringing these figures to the committee’s attention is merely 
to illustrate that a considerable portion of the population of 23 States derives its 
livelihood—either directly or indirectly, either wholly or partly—from the 
handling of foreign commerce at our Nation’s ports. 

To further illustrate this point, a survey by the Delaware River Port Au- 
thorities in the year 1954 arrives at a direct income in that area of approxi- 
mately $610 million, wholly ascribed to the handling of commerce. Port of 
New York Authority recently stated that 430,000 persons were employed either 
directly or by port-linked industries in the year 1955 with a total salary of 
$2,100 million. Economists have long accepted the theory that for every dollar 
of “free economic generation” a further $2 of currency circulation is propelled. 
Using this economic law, the port industry in and around the port of New York 
was directly responsible for a total income to port area residents of an excess 
of $6 billion in the year 1955. 

The Port of New York Authority has estimated that the port and its port- 
linked industries are responsible for 25 cents of every dollar earned in the port 
district. 

The American Merchant Marine Institute has stated that in the port of 
Baltimore 50 cents of every dollar earned can be ascribed to port industry and 
at the port of New Orleans the figure of 70 cents of every dollar is public 
knowledge. 

To give the subcommittee a better idea of the myriad of pursuits involved in 
the term “port-linked industries,” it is considered appropriate to here outline 
exactly how the economic impact of the value of a ton of cargo to a port area is 
ascertained. Equitable costs over a considerable period must be arrived at and 
posted alongside each service as described below: 

I, Vessel disbursements: 

(a) Port and terminal expenditures: 
1. Pilotage 
2. Tug hire 
3. Line running 
4. Dockage 
(b) Government charges: 
1. Immigration service 
2. Entrance and clearance fees 
3. Customs overtime 
(c) Labor: 
1. Stevedoring 
2. Clerking, checking, and watching 
5. Cleaning, fitting, and equipment rental 
(d) Repairs 
(e) Supplies: 
1, Chandler 
2. Doctor 
3. Laundry 
4. Dunnage 
(f) Bunkers: 
1. Coal, oil, and water 
(9g) Miscellaneous 
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II. Port terminal income: 
(a) Carloading and unloading 
(>) Handling and storage 
(c) Demurrage and top wharfage 
III. Rail and motor freight in area 
IV. Vessel crew expenditures in area 
V. Auxiliary services: 
(a) Steamship agents 
(b) Forwarders and brokers 
(c) Warehouse companies 
(d@) Marine insurance companies 
(e) Foreign departments of area banks 

It is of the utmost importance that consideration be given to cargo-handling 
impact in any legislation dealing with our foreign-trade policy. Restrictive 
legislation would, therefore, not only drastically, perhaps, affect the foreign 
country from which the imports were being received, but could possibly also 
have a detrimental effect upon our port citizens. Therefore, the importance of 
adopting a liberal attitude in considering foreign-trade legislation is virtually 
mandatory. 

At the recently adjourned 45th annual meeting of the American Association of 
Port Authorities in Philadelphia, a resolution endorsing legislation concerned 
with the formation of an Organization for Trade Cooperation was unanimously 
adopted with only United States corporate members voting. The resolution, 
which is self-explanatory, is appended hereto. 

At that same meeting the same corporate membership also reenacted a resolu- 
tion endorsing legislation enabling the United States Public Health Service to 
extend quarantine inspection on a 24-hour basis. This resolution is also appended 
hereto. 

The American Association of Port Authorities desires to express its apprecia- 
tion to the chairman and the members of the subcommittee for carefully 
considering this testimony. 


ResoLtutTion No. E-4 


Authorizing foreign commerce committee to support legislation authorizing 
membership by United States in the Organization for Trade Cooperation 


Whereas the Congress of the United States has enacted into law legislation 
which authorizes renewal of reciprocal trade agreements for 3 years; and 

Whereas said legislation, when in operation, will greatly liberalize world trade 
and will serve to attract more tonnage for the ports of the United States; and 

Whereas in order for the General Agreements on Tariffs and Trade to serve 
their purposes it is now necessary for the United States to become a member of 
the Organization for Trade Cooperation, thus obtaining the full benefits as a 
partner in the free world system : Now, therefore, it is 

Resolved, That the committee on foreign commerce of the American Associa- 
tion of Port Authorities be, and it is hereby authorized to support such legislation 
in the Congress as will authorize the United States to become a member of the 
Organization for Trade Cooperation. 

Unanimously adopted by United States members only, the American Association 
of Port Authorities, 45th annual convention, Philadelphia, Pa., September 21, 
1956. 

RESOLUTION No. E-16 


Regarding United States policy with respect to international trade 


Whereas a Subcommittee on Customs, Tariffs, and Reciprocal Trade Agree- 
ments of the Committee on Ways and Means of the House of Representatives 
has advised this association that it intends to conduct publie hearings during 
the present month generally with respect to the international trade policy of the 
United States and matters pertaining thereto, with specific reference to the 
effect of existing and possible future legislation upon the economy of this coun- 
try, and has requested this association to present background information with 
respect thereto: Now, therefore, it is 

Resolved, That the committee on foreign commerce be and it hereby is em- 
powered to appear on behalf of this association at the aforesaid hearing or at 
any similar hearing and to present facts, data, information, and opinions with 
respect to the essentiality of foreign trade to the economy of this country. 

Unanimously adopted by United States members only, the American Asso- 
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ciation of Port Authorities, 45th annual convention, Philadelphia, Pa., Septem- 
ber 21, 1956. 


RESOLUTION No. E-11 


Urging 24-hour quarantine service at United States ports 


Whereas, under present restrictive practices of long standing, it has been 
determined that ships of the American merchant marine as well as ships of 
foreign nations have over a long period of years and currently are incurring 
undue expense with subsequent delay to the foreign commerce of the United 
States by reason of having to wait at United States ports in a quarantine an- 


chorage for quarantine inspection in accordance with existing governmental 
regulations; and 


Whereas such delays are costly to such ocean carriers as well as the shipping 
public: Be it therefore 


Resolved, That this association hereby records itself as being in favor of a 
24-hour quanrantine inspection service available at United States ports to the 
maritime interests of the United States and other countries at their own expense 
for service after the hours presently covered by existing regulations. 

Unanimously adopted by United States members only, the American Asso- 
ciation of Port Authorities, 45th annual convention, Philadelphia, Pa., Septem- 


ber 21, 1956. 

Mr. Harrison. The next witness is Mr. William J. Barnhard, attor- 
ney, also appearing as executive secretary of the National Anti- Dump- 
ing Committee. 

Do you have a prepared statement, Mr. Barnhard ? 


STATEMENT OF WILLIAM J. BARNHARD, ATTORNEY AT LAW, 
APPEARING AS AN INDIVIDUAL AND ALSO AS EXECUTIVE SEC- 
RETARY OF THE NATIONAL ANTIDUMPING COMMITTEE 


Mr. Barnuarp. No; I have not, Mr. Chairman. I have an outline 
of my statement which has been presented to the committee. 

Mr. Harrison. Will you state for the record your name and the 
capacity in which you appear? 

Mr. Barnuarp. My name is William J. Barnhard. I am an attor- 
ney in Washington, with the law firm of Sharp & Bogan. 

I have requested the privilege of appearing in two capacities; first, 
as a private attorney who has had some experience in antidumping, 
escape clause, buy American, and the national security amendment 
cases, talking as a private person, as an individual, out of my expe- 
rience. Second I should like to make a few additional comments at 
the end of my statement in my capacity as executive secretary of the 
National Antidumping Committee, which I shall describe when I 
reach that portion of the statement. 

As a private individual I should like, if possible, to add perhaps 
a unique contribution to the testimony presented to this committee. 
There has been ample discussion, I believe, by persons much better 
qualified than I, of the basic principles involved in the two-way flow 
of trade, the importance of this high level of world trade to our 
national security and national interest and so on. I should like to 
talk specifically on some of the specific problems that have been pre- 
sented in these various import matters, problems that perhaps through 
this discussion can be resolved into what I have called a pattern of 
protection. 

So far as the competition of imports and domestic production is 
concerned, the essential ingredient appears to be a competition of 
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price, except for the specialty items like laces or whisky or perfumes 
and except for the raw materials which are not domestically available. 
It isa price competition which is the essential element. 

Imports by their very nature must sell at a lower price than the 
domestically produced article if they are to sell at all. Imports 
come from a remote source of supply. There are longer delivery 
periods—delivery periods that run into months instead of days or 
weeks. If there are any adjustments to be made those adjustments 
take a long time. If there is any servicing that has to be done the 
servicing takes a long time. This is an obvious and natural disadvan- 
tage, and in order to meet that disadvantage in a normal market, 
where you do not have an excessive buyer’s market or an excessive 
seller’s market, under normal conditions the imports would have to 
sell at a lower price in order to sell at all. 

This lower import price is not something which is dictated by the 
foreign exporter or by the United States importer. It is not an 
artificial price which hy sets in a deliberate attempt to undercut a 
market. It is the highest price at which his product can be sold in 
the United States market. 

The Rayon Staple Fiber case was brought up here several years 
ago, and has been discussed. That was a situation where the price 
of rayon staple fiber in the United States market had dropped con- 
siderably during a period of 1 year, primarily for two reasons. First, 
it was because the price of cotton had dropped substantially in the 
same period of time. In 1953 it dropped from about 40 cents to about 
52 cents in the United States market. Rayon fiber and cotton ob- 
— are highly competitive, and the fiber price dropped accord- 
ingly. 

A second domestic factor which influenced the price was the ex- 
pansion in the domestic production facilities. The domestic produc- 
tion facilities increased their capacity over 50 percent, during the 
exact same period of time when the price drop occurred because of the 
competition with cotton. The price went from 40 cents to 32 cents in 
a year on rayon fiber. 

Since imports had been coming in at about 38 cents, they had to 
meet that Sonsestio price drop. The importer could not say to his 
customer, “Our price is 38 cents or 36 cents,” while the domestic price 
dropped to 32 cents. He would not sell a pound of rayon fiber. The 
Poser was that the import price matched the drop of the domestic 
hber. 

The soil pipe is a similar situation. The British cast iron soil — 
a number of years ago sold in fairly substantial quantities along the 
east coast markets. The increased labor cost in Britain and the 
stabilization of price in the east coast finally reached the stage about 
2 years ago when the British cast iron soil pipe could be offered in the 
east coast markets of the United States for the exact same price as 
the domestic cast iron soil pipe. The result was that not a pound of 
that soil pipe was sold. 

It happened that on the west coast of the United States, where 
construction was going at a much faster pace and the demand was 
much greater, the domestic United States price was considerably 
higher, and the result was that the imported pipe could enter the 
west coast market, selling for approximately 10 percent below the 
United States price, but it would never sell on the east coast, because 
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there it could not maintain that 10 percent differential which the 
United States buyers demanded. 

On the question of wages and imports, labor abroad, as in the United 
States, is generally paid about what it is worth in terms of produc- 
tivity. Low wage rates accompanied by low productivity offer no 
advantage, either unfair or otherwise, to the low-wage payer. A 
recent study by the Stanford Research Institute indicated, I believe, 
using United States productivity as an index of 100, that the pro- 
ductivity in Western Europe was about 35 and the wages paid in 
Europe were about one-third of the wages paid in the United States. 
This is on the average. 

The productivity in the United States was about 5 times greater than 
the productivity in Italy and about 7 times greater than the produc- 
tivity in Spain, and the wages varied accordingly. 

Labor costs on many of the items presented in these protection cases 
have often been a small and sometimes a minute factor in determining 
the final cost. In the Cordage and Twine case, recently presented to 
the Office of Defense Mobilization, for example, the element of labor 
was brought in there as a factor, although it was not stressed unduly. 
I believe when the problem of farm twines was first presented to this 
committee 5 years ago, when the duty was removed on baler twine, 
there was some indication that the labor costs constituted about 10 to 
14 percent of the total cost of the product. Because of the new 
machines the labor cost on farm twine today constitutes about 3 per- 
cent of the cost of the product. Obviously, no matter how cheap the 
labor may be abroad in terms of a real wage rate, it is not going to be 
a significant factor in the determination of the final price on a com- 
petitive position. 

In addition, there are always factors which offset and sometimes 
completely counterbalance the element of the wage cost, such as higher 
material costs, which is common to the Western European market; 
high power cost, which is common throughout the rest of the world; 
ocean freight, which is characteristic of all imports; tariffs, which 
are characteristic of imports. 

I think it is just as accurate and just as meaningless to describe 
these imports as high freight imports as to describe them as low-wage 
imports. The amount of freight or the amount of wages that goes 
into them is not significant. The significant factor is the unit cost 
and the price at which it can be sold. 

This element of productivity as compared to wage rates has been 
discussed by economists who know their field. 

I would like to point out in terms of some recent experience this 
additional factor: That low-productivity industries that exist in the 
United States are generally unable to match the wage level that has 
been set by the high-productivity industries. The wages in the United 
States are high. They are set in Schenectady by, more than any other 
factor, I suppose, General Electric. As a result, the glove industry 
in Gloversville is unable to match the high wage paid in Schenectady. 

In hand-blown glass you have a similar situation. 

In many of the pottery and glass and high-labor-content commodi- 
ties you find a situation where, because these are industries with a low 
level of productivity, inevitably the laborers or workers can command 
only relatively low wages. This is true whether or not imports 
come in. 
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Now, the problem that these low-productivity industries face is that 
either they lose workers to the high-productivity industries, which 
can pay high wages, or else they price themselves out of the market 
in order to earn enough on their sales to pay a high wage to their 
workers. In these circumstances imports either create a new market 
at an acceptable price or else they fill a gap created by the failure of 
domestic industry. 

An outstanding example in recent years has been that of Japenese 
plywood. Mr. Stilley, of the Stilley Plywood Co., spoke to you gentle- 
men a few days ago and pointed to the terrific increase in imports of 
Japanese plywood. These were similar figures to those which he pre- 
sented to the Tariff Commission a few years ago. He showed that 
imports of Japanese plywood had increased about 3,300 percent. 

I think, on the basis of slightly different figures which they pre- 
sented to the Tariff Commission, imports had increased on the order 
of 5,600 percent, taking a slightly different time element. This is true. 
There is no disputing it. 

Why? The reason is this—and this is one of many, but I think the 
most important: A number of years ago because of architectural 
changes in the design of homes and offices there developed a need for 
a flush door. A flush door is a door with a solid face on each side, 
unblocked by panels. 

The cal does we have at the entrance to this committee room is 
of the older variety. This is gradually being replaced by the solid 
so-called flush door. The flush door requires the one-eighth inch ply- 
wood door skin on either side of the doorframe. 

The door manufacturers and the large handlers of plywood, includ- 
ing United States Plywood, the giant of the industry, appealed to the 
domestic producers to supply them with a sufficient number of skins 
at a reasonable price so that they could concentrate on this production 
of flush doors, which was growing in demand. 

The domestic industry either could not or would not meet that de- 
mand, for several reasons. The principal reason seemed to be that 
they were making so much more profit on the thicker plywood panels, 
such as the one-quarter inch panel required for sides of luggage and 
on the three-eighths inch used for furniture construction and on the 
seven-eighths inch used for tabletops, so that there was just not enough 
profit to be made by them in production of the one-eighth inch ply- 
wood panel. 

As a result, the United States distributors and the United States 
manufacturers went to Japan about 5 years ago and pleaded with the 
Japanese plywood industry to produce this type of one-eighth inch 
panel door skin that could be used by the United States flush-door 
manufacturers. Asa result, the west coast regional manager of United 
States Plywood Corp. is regarded in Japan today as the father of the 
modern Japanese ply wood industry. 

The result, as you know, I think from your own experience, is a 
tremendous expansion in the United States in the use of this flush door. 
As a matter of fact, 6 years ago the panel door, the old-fashioned 
door, took about 80 to 85 percent of all of the doors used in the United 
States, and today the flush doors take about 80 to 90 percent of all of 
the doors made and used in the United States. 

_Mr. Harrison. That would not explain the similar increase in tex- 
tile imports from Japan, however. 
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Mr. Barnuarp. Well, sir, I think there are others who are better 
qualified to discuss textiles. There are different factors involved. 

I would like to point out a few things more. I am trying to speak 
from my own personal experience, as yen told you. One element 
of that experience is 2 conversations that I had recently—1 indirectly 
and 1 directly—with buyers in some of the large retail establishments 
in the United States, who said that these cotton blouses they were 
buying in large quantities from Japan they were not buying because 
of price but because of styling. 

Mr. Harrison. The styling is a complete imitation of the American 
styling; is it not? 

Mr. Barnuarp. I do not think these buyers would agree with you on 
that, sir. 

But, as I say, I am not equipped to discuss it in more detail, so I 
would prefer not to. 

But the plywood situation, I think, is a case where first of all the 
domestic industry did not and would not produce the commodities 
that were needed. In the second place, if they had produced the com- 
modities that were needed they could not have produced them at a 
price which would have made them attractive to the United States 
buyers and United States users. 

Mr. Harrison. That is the real thing; is it not? 

Mr. Barnuarp. Well; yes, sir. 

Mr. Harrison. American ingenuity is such that they could produce 
them if they could have soid them ; is it not ? 

Mr. Barnuarp. Well, except, sir, if you have a certain number of 
facilities and employees and you have a certain amount of money which 
is going into expansion facilities you will concentrate your capital 
and you will concentrate your employees on the commodities that 
provide a greater profit. 

Mr. Harrison. Until those facilities are closed down by competition, 
and ean you are going to try to make what the market wants; are you 
not ‘ 

Mr. Barnuwarp. Well, except, sir, that in this particular case the 
market wanted the thick panels as well as the door skins, and they 
found that by concentrating and putting their money, men, and ma- 
chines on the thicker panels they could show a greater profit than if 
they had used a certain portion of the money, men, and machines on 
a less profitable item. This is frequently the case. 

Mr. Harrison. The plywood man who testified the other day said 
they were not making a profit but were losing money. 

Mr. Barnuarp. I think those same men would agree that they would 
lose even more money, if they are losing money, if they tried to con- 
centrate on production of one-eighth inch panels. 

Mr. Harrison. Because they could not compete with the price; is 
that not right? 

Mr. Barnuarp. Price is a factor, sir. In this particular industry 
it is an important factor. 

Mr. Harrison. It isa vital factor. I would agree with that. 

Mr. Barnuarp. If the United States flush-door manufacturer and 
the United States building contractor and the United States construc- 
tion company had to rely upon United States produced plywood for 
flush doors they would not use flush doors. As a matter of fact, they 
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did not use flush doors when only the domestic plywood was available, 
because it was prohibitive. This is a case where the low cost of the 
import does not displace the domestic production but creates a new 
market. 

This was the finding made by the Tariff Commission, unanimously, 
when it considered this problem of the plywood imports. The great 
volume of imports was not creating an injury to the domestic industry, 
but it was opening up a brand-new market in which even the domestic 
producers to a limited extent were taking a part and enjoying a part. 

Now, on the question of injury, in our experience on these import 
complaints the class of industry claiming injury has generally fallen 
into two categories; one where there is no real injury at all. I think 
plywood was one of those situations, although there were some com- 
plaints that they were not showing a profit. You will find that those 
which did not show a profit in 1954 are now showing a profit. 

In 1954 the biggest customers, the furniture companies, had dropped 
the production oF furniture by 12 percent, and the result was that the 
plywood sales dropped off fairly substantially. Nineteen hundred 
and fifty-four was a period of recession or readjustment or temporary 
decline or whatever name can be applied to it, but it is obvious that it 
had repercussions on the plywood industry, as elsewhere. 

Swelish hard board is another one of the celebrated import prob- 
iems of recent years, and that is a case where during the exact 6- 
month period on this problem, when it was being considered by vari- 
ous Government agencies on a claim of injury by the domestic in- 
dustry, the leading element in the domestic industry, one company 
which makes and sells 85 percent of all of the plywood made and used 
in the United States was showing an increase in net profit of 76 per- 
cent and an increase in sales of approximately 60 to 70 percent. 

In the soil pipe case, there is a similar situation. During the period 
of the alleged dumping of British cast-iron soil pipe they were show- 
ing consistent patterns of increased sales and increased profit. These 
are cases where there is no real injury. 

Secondly, if there is any injury it is often not caused by imports, 
but it is caused by other factors which are involved. In the recent 
cordage twine case, here was a case where the major complaint of the 
domestic industry was that their sales of farm twine were declining. 
Now, they failed to point out that the biggest element in the produc- 
duction of farm twine a few years ago was binder twine, and the ex- 
panded use of the farm combine made the use of binder twine rela- 
tively obsolete. Whereas it was used 20 years ago to the extent of 
200 million pounds, last year they only used 69 million pounds and 
‘he use of the combine just made binder twine obsolute. So, obviously, 
their sales of binder twine fell off. Now, this is not caused by any 
imports. Of course, the declining sales of binding twine were more 
than offset by the increased sales of baler twine, as use of hay-baling 
machines increased. 

In the case of spring clothes pins, that is another famous case which 
has been before the Tariff Commission many times. There is another 
case of temporary injury, but one which was not caused by imports. 
-\s pointed out by President Eisenhower, it was caused by the fact 
that during a 2-year period, there was such a great increase in sales 
of automatie drying machines and increased use of laundry mats and 
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laundry service that it wiped out a substantial market for the use of 
clothes pins. 

Mr. Harrison. What about percentagewise ? 

Mr. Barnuarp. Percentagewise, you say ? 

Mr. Harrison. Yes. 

Mr. Barnuarp. I do not remember the figures on clothespins, but I 
can give you figures on rayon staple fiber where percentagewise, prior 
to World War II, the imports accounted for between 60 and 80 per- 
cent of the United States market and after the war they reached as 
high as 35 percent of the United States market and at the time the peti- 
tion in this case was filed they were selling only 23 percent of the 
United States market. The domestic industry was constantly increas- 
ing its proportion of the domestic market, and yet they came in with 
a claim of injury. Their claim was based on 2 domestic factors, No. 1, 
a fall in the price of cotton; and 2, the overexpansion of the domestic 
market by over 50 percent. 

In the case of briar pipes, we know that the domestic market on pipes 
was declining and that the use of cigarettes was on the increase. Any 
decline in the market was not attributable to imports. 

Out of all of these cases of this type of presentation by the domestic 
industry, I think there has been ahead what I regard as a pattern 
of protection. That is, first, who brings the complaint? Very often 
it is brought by members of the industry who are not its leaders, and 
sometimes even by those who are not representative of the industry. 

In plywood, for example, the giant in the plywood industry, the one 
with the closest knowledge of the market and the widest range geo- 
graphically was a plywood corporation that was not a party to the 
complaint and did not testify in connection with it. 

Mr. Harrison. Has it made any plywood investments overseas? 

Mr. Barnuarp. Yes, sir; it has made very substantial investments 
overseas. As a matter of fact, the United States Plywood Corp., is 
probably the largest handler of imported plywood in the United States 
and yet this leading figure in the domestic plywood industry was not 
a party to the complaint. 

In the soil pipe case, the domestic picture was presented by a hand- 
full of small producers of soil pipe and the giants of the industry were 
no place to be found in any part of the investigation. , 

In the cordage problem which arose recently, the giant of the indus- 
try, the International Harvester Co., did not participate in the com- 
plaint and was not a party to the proceeding, although it was requested 
to give some information in connection with it. 

I would like to cite an instance to the committee. In one of these 
cases, I happened to see a letter which was sent out by the complain- 
ing trade association in the industry to its members, and also to non- 
member producers, producing the same ietms, in which they said that 
if and when the hearings are held by the Tariff Commission, the insti- 
tute will not make an appearance and most of the members of the insti- 
tute will not make an appearance because they are all doing too well, 
but if there happened to be 2 or 3 of them who are not showing a good 
profit in the last couple of years, you will have to carry the ball for 
the industry at these hearings. This, I think, was a clear example, 
but not a particularly unusual example, of the use of marginal pro- 
ducers to present a pathetic picture of injury to the Tariff Commission. 
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It is a well-known fact that in the cycle of business activity there 
are ups and downs. These ups and downs are not ordinarily caused 
by imports. They almost never are, but usually it is at the period 
when a particular industry is at the bottom of its normal cycle that 
the industry will make its complaint whether imports had anything 
to do with this business cycle or not. 

There is a danger too in the increasing tendency toward the 
segmentation of industries, either geographically or by product. 
Through the segmentation, an expanding and profitable industry 
can present a distorted picture of the financial condition of the 
industry. 

In the soil-pipe case, it was a matter of geographical segmentation, 
a case where the industry in one small area constituted less than 8 
percent of the total United States production of this particular 
pipe, was regarded as an industry to itself in determining whether 
or not the industry was being injured. 

Part of the procedure in this determination of protection has been 
dangerous and I think unwarranted. For instance, the constant 
repetition of the complaints in the wood-screw case where I believe 
there were 4 separate hearings in about 6 years, and the clothespin 
case where there were 3 hearings in the course of 5 years. These 
investigations alone can be a substantial deterrent to normal imports 
and exports. The closed-door determinations such as in the hardboard 
and soil-pipe cases and the deterrent effect of all antidumping in- 
vestigations poses a special problem because during that period, no 
entry of these particular commodities can be cleared through Cus- 
toms while the investigation is going on. This is a substantial deter- 
ne $ imports at that time whether or not there is ever any violation 

ound, 

There is one problem which is difficult for us to analyze which is 
that very often it appears that the complaint is filed or appears to 
be filed by marginal producers who would not benefit even if the 
requested relief were granted. These very often are high-cost, low- 
productivity producers, as in the plywood case, or small companies 
which, because of mismanagement or inefficiency or because of other 
factors, are not able to compete with other United States producers. 
Very often they are not able to compete with the giants of the 
industry, and yet small producers will usually make a complaint 
to the Tariff Commission and present their economic and financial 
picture, and yet if imports were cut out, there would be no relief 
for them. 

In the hardboard case over 90 percent of the imports of Swedish 
hardboard came into the eastern half of the United States, from 
the Mississippi River on east, which is dominated exclusively by one 
large United States producer. However, there are also a few very 
small producers who are located in the Middle West and Far West. 
If the imports had been cut out because of the complaint filed in that 
case, the one company to benefit from it would have been this one 
giant company which already had a monopoly of approximately 
%) percent of the business in the eastern part of the United States, 
and without imports they would have had a monopoly on 100 percent 
of it. This question of monopoly is a factor in the hardboard case and 
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in the farm twine case, there are 2 companies today which produce 
approximately 85 to 90 percent of all farm twine made in the United 
States. The elimination of the competition of imports would give 
this industry which has been characterized by price leadership and 
price conformity a stranglehold on the entire farm economy in the 
United States. 

For a long time, I have had in the course of preparation, and which 
I hope to publish someday, an article entitled “In Defense of Con- 
gress,” dealing with these trade problems. 

I think, in the main, that Congress has been fair and wise in enaet- 
ing its foreign economic policies. I think the goals that have been 
sought and the means that have been established are rarely subject 
to criticism by reasonable men, but I think the wide discretion that 
has been granted to administrators and sometimes the overzealous 
enforcement of certain provisions of the broad statute has, in many 
cases, resulted in the distortion of the congressional objectives. For 
example, there is the escape clause. That is part of the basic statute, 
the Reciprocal Trade Act, which has as its goal the increase of imports 
and exports. The purpose of the agreements entered into is to reduce 
the duties on certain imports and to establish an increase in the volume 
of the imports. The escape clause was devised by Congress as a means 
of preventing excesses resulting from that increase, not to prevent the 
increase of imports. The increase was the reason for the existence 
of the concession, it was the reason for the statute and the trade agree- 
ment made in accordance with it, and yet very often the mere fact 
of the increase, which is the very purpose of the concession, has been 
made the basis of the complaint under the escape clause. 

Under the Antidumping Act, I believe the aioe of it, clearly 
shown by the legislative history, the reports of this committee, and 
the Senate Finance Committee, was to prevent unfair-trade practices 
such as “predatory dumping,” to control dumping with an intent to 
establish a monopoly in the United States, such as the I. G. Farben 
type, and yet the Antidumping Act is being applied today in such 
cases as the long staple fiber case. 

Now, this has no relation to the congressional purpose or the intent 
of the statute. 

I think the Buy American Act is another case where the statutory 
program sets up reasonable standards, which have been incorporated 
also in the Presidential directives under the act, and yet, in a large 
area of Government operation, these reasonable standards have abso- 
lutely no application because the administrators of them have deter- 
mined that it is impossible to allow any exception, so that in the field 
of Government construction, Government contracts, as distinguished 
from direct Government purchases, there is no allowance for the use 
of imported commodities regardless of price differential or reason- 
ableness. 

There are a number of specific recommendations, Mr. Chairman, 
which I would like to make to the committee, and I would like to 
ask the permission of the committee to file them at a later time when 
the language has been specifically worked out. 

Mr. Harrison. Without objection, that may be done. 

Mr. Barnuarp. In sain it will cover these views: I think that 
the escape clause should be devised so that an actual showing of 
actual injury must be made before escape-clause relief can be granted.. 
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I think that there must be a showing that if there is any injury 
that it must be shown that that injury has been caused by imports. 
I think there is a need to eliminate segmentation by products which 
was recently adopted. I think that there must be a limit on the repeti- 
tion of complaints which are filed and I think that there must be some 
way for a speedier determination of them. 

Mr. Harrison. How would you accomplish a speedier determina- 
tion ? 

Mr. BarnuarpD. One of the best ways to determine that would be 
by establishing more specific standards. 

Mr. Harrison. Well, how would you establish more specific 
standards ? 

Mr. Barnuarp. I think by writing them into law. 

Mr. Harrison. Yes; but what would you say in the law? 

Mr. Barnuarp. These are the specific terms and phrases that we 
are trying to work out. 

Mr. Harrison. What specific changes would you recommend? I 
agree with you that it ought to be speeded up and ought to be clarified, 
but what specific changes would you recommend ? 

Mr. Barnuarp. I think it should be clear where an industry has 
increased production as well as perhaps even prices, even if imports 
have increased at the same time, the domestic industry has not suffered 
an injury. I think in such cases, it should be made clear. 

Mr. Harrison. Suppose it has decreased its sales price and the 
importations have increased, would you say that would be a case 
where the escape clause ought to apply? 

Mr. Barnuarp. No, sir; I wou y not, unless the decrease was the 
result of the imports. If it is due to their inefficiency or bad business 
judgment, then I think that is not a proper field for the use of the 
escape clause. 

Mr. Harrison. In other words, I wondered if you had any specific 
recommendations or yardstick to be written into law that would pro- 
vide that the escape clause would apply under certain circumstances, 
and that it would not apply under other circumstances. 

Mr. Barnuarp. I will have those recommendations ready later. 
Because of the shortness of time, we have not had the time to check 
on these words, phrases, and clauses. 

In the case of the Antidumping Act, I think we need a fair day 
in court with a fair chance for both sides. The star-chamber pro- 
ceedings which were criticized by Congressmen Reed and Simpson 
and many others, should be dispensed with. 

I think it is necessary to complete the — of the language 
of that act so as to apply its provisions more quickly to appropriate 
cases, not applying it to every case where it would apply a penalty 
during the investigation. I think that this is a case where speedier 
and more effective controls can be worked out specifically in the 
enforcement of the antidumping provision. 

In the case of the Buy American Act, I think it is essential to draft 
a change. I believe the repeal of that act would be the wisest possible 
course for the United States. I think it is unnecessary and that there 
is no justification for it, but short of repeal, I think it should be 
changed so that its application in reasonable cases would be applied 
equally to Government contracts, construction contracts as it now 

is to Government purchases. 
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Under the national-security amendment, we are dealing there with 
a nebulous field for we have no decisions under it as yet. We require 
a more explicit delegation of the legislative power. A broad delega- 
tion without restrictions of any kind, I think, raises a serious consti- 
tutional question. It requires also a procedure to give all the parties 
an opportunity to make full and fair presentations and thus provide 
ODM with the most accurate figures available. 

Mr. Harrison. Does that complete your statement, Mr. Barnhard? 

Mr. Barnuarp. Well, sir, I have not checked on the time. 

Mr. Harrison. We have four more witnesses to be heard this 
afternoon. 

Mr. Barnuarp. Then I will not take any more of the committee’s 
time. The National Anti-Dumping Committee will submit the de- 
tailed provisions dealing with its legislative program to make the 
Anti-Dumping Act both effective and equitable. 

Mr. Harrison. The committee will be very happy to have it, Mr. 
Barnhard. 


Mr. Barnuarp. Thank you. 


(The following information was later received from Mr. Barn- 
hard :) 
NATIONAL ANTI-DUMPING COMMITTEE, 
Washington 5, D. C., October 15, 1956. 
Hon. HALE Boses, 

Chairman, Subcommittee on Customs, Tariffs, and Reciprocal Trade Agree- 
ments, Committee on Ways and Means, House Office Building, Wash- 
ington, D.C. 

DEAR Mr. CHAIRMAN: The National Anti-Dumping Committee is currently 
considering a detailed proposal for amendment of the Antidumping Act of 1921, 
as amended, and a point-by-point explanation of the need for such amendments. 
This proposal and comment will be considered in detail by the National Anti- 
Dumping Committee’s board of directors and the committee membership to 
assure the greatest possible scope to its contents and its backing. 

Because of the youth of the NADC and the relatively short time allowed for 
comments accompanying these hearings, it has been impossible to eomplete the 
recommendations and analysis by the October 15 deadline. Upon completion, 
the NADC will forward copies of the full report to your subcommittee for such 
consideration and action as you deem appropriate. 

The problems which the NADC is attempting to meet and the objectives it 
hopes to achieve through these recommendations are outlined in the accompany- 
ing article reprinted from the American Import and Export Bulletin, and we 
respectfully request that this article be incorporated into the record of the 
hearings recently concluded by your subcommittee. 

Very truly yours, 


Wm. J. BARNHARD, Secretary. 
{Reprinted from the American Import and Export Bulletin, December 1955] 
A THREAT AND A CHALLENGE 
(By William J. Barnhard, secretary, National Anti-Dumping Committee, Inc.) 


“Only a fool or a very brave man would stay in the importing business after 
this decision.” 

This was the reaction of one substantial and long-established importer upon 
hearing the decision of the United States Tariff Commission in the cast iron 
soil pipe case last October 27. Many have echoed his statement since, as the 
imlications of that far-reaching decision have become clear. 

The soil pipe decision was rendered under the antiquated Antidumping Act, 
whose origins go back to the almost forgotten trade era of the depression that 
followed World War I. Because the 1921 statute has been little used in 
recent decades, most importers have ignored its potentialities for disaster. In 
recent years, the problem of “protection” and restrictions on our world trade 
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has been concentrated in such legislation as the Buy American Act, import 
quotas, and particularly the “escape clause.” 

But, as Congress was told last month by Prof. Jacob Viner, foremost Ameri- 
can economist on international trade, the present administration of the Anti- 
Dumping Act “will make the escape clause look like small potatoes.” 

Why is it that this law poses such a threat to United States importers engaged 
in legitimate trade, when its original purpose was to punish foreign cartels for 
attempting to throttle United States industries? The answer lies in the in- 
escapabale fact that the Antidumping Act is not being used today to prevent 
“dumping” as Congress intended. Instead, it is now being revived as a new and 
threatening weapon in the hands of those who would make imports the scape- 
goat for any domestic economic problem. 

Today, in effect, the antidumping law makes it illegal for United States 
businessmen to go bargain-hunting in international trade. It penalizes low 
prices. It prohibits sales which are normal and fair in the local market. It 
finds injury in an industry enjoying unprecedented prosperity. And it pun- 
ishes United States businessmen for something they cannot control and often 
cannot even know. 

In the most recent misapplication of the act, for example, imports of cast 
iron soil pipe were sold in the United States market for the highest price that 
market would pay. There was no artificial lowering of prices to “corner” the 
market or destroy the domestic industry. Yet the Treasury Department ruled 
that these imports were coming in at a “dumping” price. 

And when the effect of these imports was considered by the Tariff Commission 
a majority of that body ruled that the United States industry was being in- 
jured, although the industry had enjoyed a consistent year-by-year increase 
in production, sales, prices, and profits, and last year sold 25,000 percent 
more soil pipe than all the imports involved. In addition, the Commission ruled 
that 6 producers located in a particular area constituted an “industry” to them- 
selves, although the cast iron soil pipe industry in the United States includes 
more than 60 producers scattered across the Nation. This unique theory of 
“geographical segmentation” means that any prospering industry can demand 
relief under the “injury test” if it has one or more marginal producers in one 
area unable to match the high profit level of the industry as a whole. 

Under these tests, there are few imports that could not be subjected to the 
penalty of a dumping order. This is a far cry from the original purpose of the 
Anti-Dumping Act. 

It is primarily to encourage a return to the original—and worthy—objective of 
this statute that a group of importers and other interested people recently formed 
the National Anti-Dumping Committee, Inc. With headquarters in Washing- 
ton, this nonprofit committee is made up of world traders from all parts of the 
United States. Membership is restricted to businesses or individuals of Ameri- 
can nationality, although noncitizens interested in the problem are invited and 
encouraged to subscribe to the various publications being prepared by the com- 
mittee staff. 

The very real fears generated by the recent decisions under the law, plus the 
cooperation of such outstanding trade organizations as the National Council of 
American Importers, have given the new Anti-Dumping Committee an unusual 
impetus in its early organizational stages. Further impetus has been provided, 
also, by the persistent reports that some of the high-tariff groups are planning 
to ask Congress next year for an even tighter antidumping law—for example, by 
eliminating the “injury test’ entirely. 

Because of the growing interest in the problem of antidumping policy and its 
broad base of membership, the new committee has been able to inaugurate an 
ambitious program of education and action without unduly taxing the facilities 
or resources of its members. Through published reports, newsletters, speeches, 
testimony, and personal contact with appropriate officials, the committee will 
take all steps designed to achieve the objectives of its members, either adminis- 
tratively within the framework of the existing law, or, if necessary, by legisla- 
tive action. 

The general objectives of the National Anti-Dumping Committee are: 

1. More effective and more equitable administration of the Anti-Dumping Act 
of 1921 in the prevention of predatory dumping, without imposing unnecessary 
restrictions on the foreign trade of the United States or undue hardships on 
United States importers and consumers. 
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2. Restoration of the original and worthy purpose of the Anti-Dumping Act, 
which was not to penalize all low prices but to prohibit industrially destructive 
unfair trade practices. 

Some of the more specific objectives of the committee, along with examples of 
the inequities at which these objectives are aimed, include proposals for the adop- 
tion of procedures that would: 

3. Permit normal trade to continue during the period of an antidumping inves- 
tigation. Under present procedures, all appraisements are withheld from the 
time of the first suspicion or complaint of dumping, and for 120 days prior to that 
date. During the entire investigation, which may run 2 years or more, the im- 
porter has no way of determining what his costs are or what sort of retroactive 
penalties he may be subjected to. The result is that the period of investigation 
is often worse than the penalties imposed after a finding of dumping, and this is 
so whether or not any dumping actually exists. 

4. Recognize the fairness of imported prices dictated by economic conditions 
in the United States market. Where competition in the United States market 
keeps prices at a lower level than they are in less competitive areas, a sale of 
imports at the freely determined United States price is a natural and normal 
response to economic conditions of the market. This is the type of price compe- 
tition permitted by the Robinson-Patman Act in interstate sales, and the same 
principles of fairness and business reality require that it be permitted in inter- 
national sales. 

5. Prescribe sound tests for determining the existence of an industrially de- 
structive injury. The astounding finding of “injury” in the soil-pine case empha- 
sizes the need for reasonable standards in the application of this test. 

6. Adopt the principles of fair play in antidumping administration, including 
the right to notice, hearing, a reasoned decision, review and revocation. The 
“star chamber” proceedings of the Treasury Department in determining prices, 
the absence of any reasons for the Tariff Commission’s decisions on injury, and 
the lack of any provision for revoking an order once it has been made, violate 
every principle of sound administrative procedure. 

7. Place the antidumping policy in proper perspective with relation to our 
national trade policies and the national interest. 

The extent to which these goals can be achieved, and this newest threat to 
our import trade can be contained, depends on the response of the United States 
trading community. 


Snare & Bogan, 
Washington 6, D. C., October 15, 1956. 
Hon. Hate Boages, 
Chairman, Subcommittee on Customs, Tariffs, and Reciprocal Trade Agree- 
menas, Committee on Ways and Means, House Office Building, Washing- 
ton, D.C. 


Dear Mr. CHAIRMAN: Attached you will please find copies of my supplementary 
statement, providing information which was promised and answering questions 
which were posed during my oral testimony on September 24, 1956. I respect- 
fully request that this supplementary statement be included in the record of the 
hearings immediately following the record of my oral testimony. 

The supplementary material contains specific legislative recommendations for 
amendment of the escape clause and the Buy-American Act, with comments ex- 
plaining the purpose of and the reason for the recommendations. These recom- 
mendations, as you will note, are intended to carry out what I construe to be the 
original intent of the Congress, which was to encourage a maximum level of 
United States world trade through a process of gradual increase in both imports 
and exports, while providing protection to industries which may be seriously 
injured by an unexpectedly sharp or sudden increase in imports. 

Very truly yours, 


Wma. J. BARNHARD. 
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SUPPLEMENTARY STATEMENT OF WM. J. BARNHARD, ATTORNEY, RECOMMENDING 
AND EXPLAINING CERTAIN CHANGES IN THE ESCAPE CLAUSE AND Buy AMERICAN 
Act 


I. THE ESCAPE CLAUSE 


A. Proposed amendments to the escape clause 


In the following draft of proposed legislation, suggested deletions from the 
existing statute are enclosed in brackets, while proposed additions or substi- 
tutions are placed in italics. 

Section 1364 of title 19, United States Code: 

“(a) Upon the request of the President, upon resolution of either House of 
Congress, upon resolution of either the Committee on Finance of the Senate or the 
Committee on Ways and Means of the House of Representatives, upon its own 
motion, or upon proper and adequate application of any interested party, the 
United States Tariff Commission shall promptly make an investigation and make 
a report thereon not later than nine months after the application is made to deter- 
mine whether any product upon which a concession has been granted under a 
trade agreement is, as a result, in whole or in part, of the duty or other customs 
treatment reflecting such concession, being imported into the United States in 
such increased quantities [either actual or relative] as to cause or threaten 
serious injury to the domestic industry producing like or directly competitive 
products. The requirements of a “proper and adequate application of any 
interested party” sufficient to warrant such investigation shall be determined by 
the Commission and published by regulation. 

“In the course of any such investigation, whenever it finds evidence of serious 
injury or threat of serious injury or whenever so directed by resolution of either 
the Committee on Finance of the Senate or the Committee on Ways and Means 
of the House of Representatives, the Tariff Commission shall hold hearings giving 
reasonable public notice therof and shall afford reasonable opportunity for inter- 
ested parties to be present, to produce evidence, and to be heard at such hearings. 

Should the Tariff Commission find, as the resuit of its investigation and hear- 
ings, that a product on which a concession has been granted is, as a result in 
whole or in part, of the duty or other customs treatment reflecting such conces- 
sion, being imported in such increased quantities [either actual or relative] as 
to cause or threaten serious injury to the domestic industry producing like or 
directly competitive products, it shall recommend to the President the with- 
drawal or modification of the concession, or its suspension in whole or in part, 
[or the establishment of import quotas] to the extent and for the time necessary 
to prevent or remedy such injury. The Tariff Commission shall immediately 
make public its findings and recommendations to the President, including any 
dissenting or separate findings and recommendations, and shall cause a summary 
thereof to be published in the Federal Register. 


“DEFINITIONS 


“(b) (1) The term ‘serious injury’ means a substantial decline, over a repre- 
sentative period following the concession, in the sales, employment, capital in- 
vestment and profits of an efficiently and economically operated domestic industry, 
directly caused by a substantial increase in imports resulting from the conces- 
sion, provided, however, that such decline is not primarily the result of tech- 
nological developments, style changes, or other domestic economic factors not 
related to import competition. 

“(2) The term ‘domestic industry’ means all the producing organizations 
throughout the United States manufacturing, assembling, processing, extracting, 
growing, or otherwise producing like or directly competitive products in com- 
mercial quantities, except that, whenever necessary and so far as practicable, 
the Commission shall distinguish or separate those portions or subdivisions of 
such organizations producing like or directly competitive products, or related 
products, from the operations of such organizations involving unrelated products. 
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“(c) Upon receipt of the Tariff Commission’s report of its investigation and 
hearings, the President may make such adjustments in the rates of duty [impose 
such quotas,] or make such other modifications as are found and reported by 
the Commission to be necessary to prevent or remedy serious injury to the respec- 
tive domestic industry. If the President does not take such action within sixty 
days he shall immediately submit a report to the Committee on Ways and Means 
of the House and to the Committee on Finance of the Senate stating why he has 
not made such adjustments or modifications. [or imposed such quotas] 

“(d) When in the judgment of the Tariff Commission no sufficient reason exists 
for a recommendation to the President that a concession should be withdrawn 
or modified, [or a quota established,] it shall make and publish a report stating 
its findings and conclusions. 

“(e) (Replaced by amended subsection (b).)” 


B. Comment on the “escape clause” proposals 


1. General.—The purpose of the reciprocal-trade program, which has been the 
established policy of the Congress and the executive branch since 1934, is to 
increase United States world trade; that is, United States imports and United 
States exports. The purpose of any duty concession negotiated by the Execu- 
tive under this statute is obviously to increase the volume of imports covered 
by that concession. Too often, the “escape clause,” which is a tightly drawn 
exception to this primary goal of the Congress and the administration, has been 
invoked on the grounds that the duty concession did no more than accomplish 
its original purpose; that is, to increase the volume of imports. It is not always 
recognized that this increase in imports is the reason for the duty concession, 
not a reason for revoking it. 

However, it may be that, in some cases, the volume of imports has increased 
so sharply and so unexpectedly that it is causing or threatening serious injury 
to a domestic industry producing like or competitive products. Since the purpose 
of the reciprocal-trade program is to achieve a gradual increase in trade, to 
which domestic industries and other interested economic interests can adjust, 
as they do daily to other competitive factors in the market, such a sharp and 
unexpected increase in imports may indeed warrant some modification of the 
concession that has been granted. The purpose of the proposed amendments to 
section 7 of the Reciprocal Trade Extension Act of 1951, the “escape clause,” is to 
achieve these objectives. 

2. Unnecessary investigations.—At line 4 on the attached legislative draft, 
the words “proper and adequate” are inserted to meet the objection that under 
the present law the Tariff Commission is apparently required to conduct a 
9-month investigation whenever any domestic industry applies for relief. In 
cases where the application is incomplete, where the facts are obviously inade- 
quate to justify relief, or where the applicants fail to provide the necessary infor- 
mation, the Tariff Commission should have some discretion as to the need for 
conducting a timely and expensive investigation based on that application. 'The 
insertion starting at line 13 of the attached draft provides the Tariff Commission 
with the authority to determine the requirements of a proper application 
sufficient to warrant such investigation. 

3. “Share of the market” doctrine.—At lines 11 and 28 of section 1364 (a), the 
words “either actual or relative” are deleted. The reason for this proposed 
amendment is that, in many cases, the “escape clause” has been used as a basis 
for removing a duty concession where the imports following the date of that 
concession have not increased at all. For example, where the market for a 
particular commodity has declined 20 percent because of obsolescence or beeause 
of a change in consumer tastes, and imports during the representative period 
have decreased by 15 percent, the domestic producers today could invoke the 
“escape clause” to protect themselves against imports which had not increased 
as a result of the duty concession, but had actually decreased during the period 
following that concession. 

Similarly, in an expanding market, the use of a test of relative quantities rather 
than actual quantities, permits industries to invoke the escape clause when 
their own production, employment, sales, and profits have actually increased 
during a period following a duty concession. If, for example, a domestic 
industry sold 1 million units of a particular commodity in 1950, when imports 
sold an additional 10,000, and following a duty concession domestic production 
increased in 1955 to 2 million units, while imports increased to 250,000, this 
industry which had doubled its sales and vastly increased its profits could claim 
to have suffered a “serious injury” under the “escape clause” merely because its 


nt ae 


a 
od 
Pi 
* 





Say. 


RP 



























aE ah a A AY li al RRM te 






Re ee 



























as Se NR EE 






ridtntcrne Cnty 





CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 645 


vast imerease in sales and profits could conceivably have been even greater in the 
absence of imports. 

These two examples are instances of the “share of the Market” doctrine, which, 
in the one case, blames imports for a decline which is not caused by imports, 
and in the other case, shows a picture of “serious injury” when in fact the 
domestie industry is enjoying unprecedented prosperity. The suggested changes 
in lines 11 and 28 of subsection (a) of the “escape clause” would eliminate this 
inconsistency, by allowing the clause to be invoked only by an industry which 
can actually show a decline in sales, production, etc., from its preconcession 
operations. 

4. Quota restrictions ——The dangers, administrative difficulties, and inequities 
accompanying the establishment of import quotas have been pointed out to this 
committee too many times to warrant further discussion here. The President 
has often stated his objection to any action which would impose quotas upon 
imports, except in the rare instances where our domestic agricultural program 
requires them. Under the “escape clause,” the use of quotas is not justifiable in 
any way. This clause is merely a method for removing a duty concession, 
i. e., a rate reduction, which has been negotiated in the past. If this rate reduc- 
tion has caused any serious injury, then it should be modified or withdrawn. 
There is no need or justification for using this mechanism, which relates exclu- 
sively to the establishment of tariff rates, as a justification for the imposition 
of a new and different import restriction which has no relation to tariff rates. 
Accordingly, at lines 31, 55, and 61 of the attached legislative draft, reference 
to the imposition of quotas has been deleted, leaving the escape clause to its 
intended and proper purpose, relating only to the imposition, modification, or 
withdrawal of tariff duties. 

5. Serious injury——The proposed definition of “serious injury,” starting at 
line 38 of the attached draft, is intended to restate more clearly the original pur- 
pose of the Congress in enacting the escape clause—that is, to permit the revoca- 
tion or modification of a duty concession where unexpectedly large or sudden 
increased imports resulting from that concession have actually caused or threat- 
ened injury to a domestic industry. 

Since the purpose of the duty concession was to increase the volume of imports, 
an increase that does not cause any significant dislocation of the domestic market 
should not be the basis for any modification or withdrawal. And since business 
normally has its cyclical phases during any representative period, resulting from 
normal competitive and other market factors, a temporary decline in any particu- 
lar industry should not lose the accepted benefits of the trade program unless it 
can be shown that the decline has actually been caused by the increased imports. 
Otherwise, imports of any competitive product could be brought to a halt for 
reasons completely unconnected with the imports themselves. 

More specifically, this proposed amendment is intended to make it clear that 
escape-clause relief is neither intended nor proper when the decline in the 
a aa industry, or in some portions of the domestic industry, has been caused 

y: 

(a) A change in consumer preferences, as in the brier pipe case? 

(b) The development of new domestic products, like the automatic clothes 
dryers in the spring clothespin case; 

,\¢) The development of new domestic techniques, such the dieselization of 
railroads and the conversion of home heating to natural gas, in place of coal; 

{d@) The failure of a domestic industry to adjust to new consumer demands, 
as in the case of the lightweight bicycle ; 

(e) The overexpansion of domestic facilities, as in the rayon staple 
fiber industry ; 

(f) The depletion of natural resources, which was one factor in the hard- 
wood plywood case ; 

(g) The concentration of domestic production in the hands of 1 com- 
pany, as in the hardboard case, or 2 companies, as in farm twine; 

(h) The development of new materials, such as the synthetic fabrics and 
their effect on wool; or 

(i) A general business decline or adjustment such as occurred in 1949 and 
in 1953-54. 

Under any of these circumstances, and many others that might be liste, the 
existence of any volume of imports might be sufficient to warrant section 7 restric- 
Hons (and in some cases were actually held to warrant such restrictions), unless 
it is made clear that imports cannot be halted unless there is a serious injury 
that has actually been caused by the imports. 
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By thus eliminating from the scope of the escape clause the many cases which 
are clearly not intended to be within its provisions, the proposed definition assure 
a speedier and more effective administration of this protective device, by allowing 
the Tariff Commission and the White House to concentrate upon cases which 
really merit consideration, instead of dividing their time among scores of appli- 
cations which were never intended to be within the scope of the statute. This 
would carry out the purpose of the statute, which is to encourage more trade in 
the national interest, while at the same time providing more effective protection 
to those industries that may actually require protection. 

6. Domestic industry.—The definition of ‘domestic industry,” starting at line 
45 of the attached draft, is intended to correct the excesses and inequities possible 
under the terms of the segmentation clause adopted by the Congress last year. 
This segmentation clause amendment to section 7, I submit, is unrealistic, unneces- 
sary and probably impossible of adequate and equitable administration. 

Does this amendment mean that there is one industry producing regular gaso- 
line, another producing high-octane gasoline, another producing fuel oil, and still 
another producing lubricating oil? Do separate industries produce No. 10 lubri- 
cating oil and No. 20 lubricating oil and No. 30 lubricating oil? 

Does one industry produce bar steel, while another produces sheet steel, and 
another steel wire, and still another steel rods? 

The production of synthetic organic chemicals includes several clearly distin- 
guishable industries, such as the pharmaceutical, plastics, dyes, and perfume 
industries. The most important of these chemicals are the so-called cyclic 
intermediates, of which more than 1,000 different types are produced. Does this 
mean that there are more than 1,000 different industries engaged in the production 
of these chemicals? 

Will the furniture industry be segmented into a ladder-back-chair industry, a 
drop-leaf-table industry, and a chaise-lounge industry? 

This type of segmentation is unrealistic because it neglects the basic pattern 
of American industrial development. 

It is unnecessary because it promises economic relief to companies and indus- 
tries which do not need economic relief. 

It is impossible of administration because (1) it makes most profit figures 
meaningless, and requires the Commission to perform the complex and often 
arbitrary function of determining costs of production, allocating overhead, and 
otherwise dividing the internal operations of a particular company; (2) it places 
the Tariff Commission in the midst of a chicken-and-egg argument to determine 
whether imports have caused a particular company to shift its emphasis to other 
products or whether the domestic company has found other products more profit- 
able and has left a gap for imports to fill. Statistically, these two circumstances 
would be identical and yet the second circumstance certainly does not call for 
any section 7 restriction. 

For example, in the wood-screw case, which has been before the Tariff Com- 
mission four times, the production of wood screws actually constituted only 
about 18 percent of the total production of the producing organizations. The 
great bulk of their workers, capital, and management services was directed 
toward the production and sale of other related commodities, such as steel screws, 
lag bolts, ete. The companies which made up the wood-screw industry had 
actually shown a substantial profit and a substantial increase in their overall 
sales during the period under consideration, but had apparently shown some 
decline in their production and sales of wood screws. The segmentation clause 
of the escape clause, as presently written, would permit this industry to go to 
the Tariff Commission and, despite its increasingly prosperous condition, claim 
serious injury because its sales of the one product, wood screws, had declined. 

In such circumstances, the industry does not appear to be in any condition 
to claim that it is suffering or being threatened with serious injury. There does 
not appear to be any sound economic basis for a claim by such an industry that 
it needs a tariff subsidy or other governmental assistance in its normal commer- 
cial activities. 

Moreover, in the usual case where a company has a “product-mix,” the manage- 
ment of the company, in the exercise of sound business judgment, inevitably 
concentrates a greater share of its employment, capital investment, and produc- 
tion and sales techniques upon the more profitable of the items it produces. In 
the wood-screw case, for example, the producing companies found a greater profit 
to be gained by concentrating more of their facilities upon the production of steel 
screws and other related products. In the plywood industry, similarly, the 
domestic plywood producers found a greater actual and proportionate profit to 
be gained by the production of the thicker plywood panels, rather than the 
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one-eighth-inch plywood doorskins. In fact, it was the reluctance of the do- 
mestic plywood producers to produce the less profitable doorskin panels and their 
desire to concentrate only upon the production of the thicker plywood panels for 
table tops and other construction purposes, which forced the door manufacturers 
of the United States to look abroad for foreign producers who would provide the 
type of thin plywood panel necessary for the manufacture of flush doors. In 
such circumstances, the concentration of the domestic industry upon the more 
profitable items frequently leaves a huge gap in the production of the less profit- 
able commodities—a gap which can be filled only by imports. 

The one instance in which segmentation might be necessary and equitable— 
the one possible exception cited above—is the case where related commodities 
are produced not only by small companies concentrating on this one class of 
products, but are also produced by one or more large vertically integrated corpo- 
rations as part of their total operation. The example cited to the Congress 
during hearings on this clause was that of General Motors Corp. If, for example, 
GM produced wood screws for use in its own operation, would the profitability of 
the automobile industry prevent the granting of any escape-clause relief to the 
wood-screw industry, merely because GM and other automobile producers also 
were part of the wood-screw industry? 

The answer to this problem, which could conceivably arise in some circum- 
stances, is in the language proposed above, which would permit segmentation of 
an industry where the overall industry includes unrelated products. Thus, the 
profits that might be shown in the automobile industry would not bar relief to 
the producers of wood screws. This seems to be fair and necessary, for the 
wood-serew producers are not in the position of shifting from wood-screw produc- 
tion to the more profitable production of automobiles. But where products of 
a single company are closely related, as wood screws are to steel screws or lag 
bolts, and the management of the company has, and exercises, the choice of 
shifting from the production of a less profitable item to a more profitable one, 
these related commodities cannot and should not be segmented. 

The farmer who produces a little garlic on one corner of his farm, but devotes 
90 percent or more of his farm to other more profitable products, cannot claim 
serious injury if he abandons his garlic production entirely and increases his 
profits by shifting all of his efforts to other commodities. 

In such circumstances, the change in the production pattern of a company is 
no more or less than the change that is daily dictated by changes in the market, 
costs, consumer tastes, the effect of advertising. and the thousand other economic 
factors on which business judgment of management must be based. 

Where there is no opportunity for such an exercise of business judgment, as 
in the GM wood-screw example, then the industry obviously faces a serious 
problem, which should and must be considered under the standards of section 7. 
But where an industry has voluntarily made the choice to reduce its production 
of an unprofitable product, or where it has been forced into the production of 
more profitable products, there is no serious injury to warrant any escape-clause 
relief or any other form of governmental assistance that negates the beneficial 
purposes and results of the reciprocal trade-agreement program. 


Il. THE BUY AMERICAN ACT 


A. Proposed amendments to the Buy American Act 


Section 10b of title 41, United States Code: 

“(a) Every contract for the construction, alteration, or repair of any public 
building or public work in the United States growing out of an appropriation 
heretofore made or hereafter to be made shall contain a provision that in the 
performance of the work the contractor, subcontractors, material men, or sup- 
pliers, shall use only such unmanufactured articles, materials, and supplies as 
have been mined or produced in the United States, and only such manufactured 
articles, materials, and supplies as have been manufactured in the United 
States substantially all from articles, materials, or supplies mined, produced, or 
manufactured, as the case may be, in the United States except as provided in 
section 10a of this title: Provided, however, That if the head of the department 
or independent establishment making the contract shall find that in respect to 
some particular articles, materials, or supplies it is impracticable to make such 
requirement or that it would unreasonably increase the cost, an exception shall 
be noted in the specifications as to that particular article, material, or supply, 
and a public record made of the findings which justified the exception: And 
provided further that, if the contractor certifies and the contracting agency 
Jinds that the cost of imported articles used in performance of the contract rep- 
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resents no more than 15 per centum of the cost of the contract, said contract 
shall be exempt from the provisions of this subsection.” 
(b) (Blacklisting provisions—no change.) 


B. Comment on the Buy American Act proposal 


The Buy American Act (41 U. S. C. 10a—c), should be repealed in its entirety. 
it was adopted as an emergency measure at the depth of the depression in 1933, 
and finds no adequate justification in today’s economy. Its effect is unneces- 
sarily to increase the cost of Government purchases and contracts, and to 
restrict the benefits of competition in the spending of Government funds. Its 
provisions are completely at odds with the established foreign economic policy 
adopted by the Government and administered by the executive department for 
many decades. 

Recognition of the need for drastic revision of its restrictions is apparent in 
the recent Presidential order limiting its application in the case of direct Govy- 
ernment purchases under section 10a of the act. However, no such limitation 
has been read into the provisions of section 10b of the act, dealing with Govern- 
ment construction contracts. As a result, in such construction contracts, the 
contracting agencies have usually adopted a flat prohibition against the use 
of any imported commodities at all, and have completely ignored the spirit of 
the Presidential directive to limit its application to extreme cases. 

Government contractors who face the possibility of a 3-year blacklisting if 
they, or their subcontractors, or their sub-subcontractors use any imported prod- 
ucts or materials at all, are therefore forced into a position of imposing un- 
necessary roadblocks on the normal course of our world trade. For example, 
in a recent case involving a construction contract at a west coast military 
installation, the Army specifications called for the use of Philippine mahogany 
flush doors. The subcontractor working on the construction ordered such doors 
from a sub-subecontractor who was a door manufacturer, The sub-subcontractor 
ordered the Philippine mahogany plywood necessary to make the doors from a 
plywood supplier. Since more than 95 percent of all Philippine mahogany 
plywood “doorskins” are imported, the supplier, in the normal course of his 
trade activities, shipped imported panels to the door manufacturer, who com- 
pleted the doors and furnished them to the subcontractor. After many of these 
doors had already been installed, the Army ruled that these purchases constituted 
a violation of the Buy American Act, and threatened the prime contractor as 
well as all of his subcontractors with a 3-year blacklist from all Government 
contracts. 

Although the saving to the Government in the use of imported plywood panels 
was substantial, the total amount involved in the use of these doors constituted 
an infinitesimal part of the cost of the entire contract. Yet, because the sub- 
subcontractor followed the normal course which has been followed by all com- 
mercial companies in this industry, in providing a very tiny part of a construc- 
tion contract, the prime contractor and all of his associates are threatened with 
a loss of the entire contract plus all other contracts that they might sign with 
the Government for a 3-year period. Such a procedure unduly penalizes Gov- 
ernment contractors, unnecessarily increases the cost of construction to the Gov- 
ernment, and vastly complicates the activities of all contracting agencies. 

If the Buy American Act is not repealed, therefore, its application should 
at least be limited to cases where the imported commodities constitute more than 
an insignificant part of the Government contract. This is the purpose of the 
proposed amendment to section 10b of the Buy American Act, starting at line 
17 of the attached legislative draft. Its purpose is to make the Buy American 
Act applicable to Government construction contracts only where the cost of all 
imported articles used in the performance of the contract represents at least 
15 percent of the cost of the entire contract. Where the use of imported mate- 
rials or articles is only an insignificant portion of an entire contract, the ap- 
plication of the Buy American principles constitutes an unnecessary burden both 
on the Government contracting agencies and on the United States companies 
who have contracted with the Government. 


Mr. Harrison. Thank you very much for your appearance before 
the committee and for the information you have given to the com- 
mittee. 

Mr. Martin ? 


ae E. Martin. Was a finding of dumping made on rayon staple 
er? 
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Mr. Barnuarp. No, sir; there was not. 

Mr. E. Martin. Do you object to the Treasury investigating the 
situation ? 

Mr. Barnuarp. No, sir; I object to the standards under which it 
was investigated. 

Mr. E, Marry. You cite that case, and since there was not any 
finding ever made, I wonder what it was that hurt you. 

Mr. “Barnuarp. In that particular case, there were two findings 
which were necessary before there could be a finding of fact. One 
is on the fair value aspect and the other is on the injury aspect. 
In that particular case, the Treasury apparently determined there had 
been sales at less than the fair value but that there was no injury 
at that time 

Mr. E. Martin. You were talking about procedure. I take it that 
the members of the Randall Commission were fairly well satisfied of 
the need for a change. Their report was made 2 years ago. 

Mr. Barwnarp. Yes, sir. 

Mr. E. Martin. Have there been any other changes other than 
transfer of the “injury” question to the Tariff Commission ? 

Mr. Barnuarp. No; except the changes recommended by McKinsey 
& Co. have apparently been adopted by the Treasury Department, but 
without publishing the results. 

Mr. E, Marrry. Does not the Treasury have authority to make 
changes in the procedures with regard to giving notice on the filing 
of complaints with regard to hearings? Do you need legislation for 
that? 

Mr, Barnnarp. Legally, I think legislation is necessary because I 
believe the legislation as now drafted gives too much authority to the 
Secretary. I ‘think it gives him too much latitude, to have any investi- 
gation or no investigation at all and come up With any standards 
he desires. I think he can do almost anything he wants to as the act is 
now written. 

Mr. E. Marrin. Anyway since the Randall Commission report, 
Treasury has not cared to do anything significant in regard to specific 
changes in procedures ¢ 

Mr. Barnuarp. I think that there was an amendment made as to 
fair value in 1955, but as far as procedure is concerned, there were no 
changes. 

Mr. E. Martin. Because of the hour, Mr. Barnhard, I won’t ask you 
to do it now, but I would appreciate it if you would put in your subse- 
quent statement the reason why segmentation should be eliminated 
from the escape clause. This was adopted only last year by Congress 
and I would like to know why you recommend that it’ should be 
eliminated. 

Mr. Barnnarp. I did not discuss it at greater length for the same 
reason ze mentioned. It will be discussed in the statement. 

Mr. EK. Martin. The particular cases of which you spoke were in 
your own personal experience, as I take it. 

Mr. Barnwarp. Yes, in almost every case. 

Mr. E. Martrn. How far is Gloversville from Schenectady ? 

Mr. Barnuarp. I understand it is about 35 miles. 

Mr. E. Martry. And your statement was that the high wages paid, 


the higher wages paid in Schenectady, attracted workers aw ay from 
Gloversville ? 
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Mr. Barnuarp. Schenectady was a higher productivity and wage 
area. 

Mr. E. Martrn. I had the impression that the Labor Department 
classified Gloversville as a surplus labor area. I wondered if Schenec- 
tady paid higher wages why the Gloversville labor did not move to 
Schenectady to get those wages. 

Mr. Barnuarp. I have no information on the developments in that 
area in the past year or two. 

Mr. E. Martin. You say that the giant of industry generally did 
not participate in the escape clause si 0, 

Mr. Barnwarp. In that case, I did. 

Mr. E. Martin. Does that suggest to you that the tariff is principally 
the concern of small business ? 

Mr. Barnuarp. No, sir; it suggests that the tests that Congress 
established are not applied. The test is not directed to a marginal pro- 
ducer or inefficient or small producers. There is not an industry in 
the United States, however prosperous and however expanding and 
however formidable, that does not have one or more small or marginal 
producers and one or more producers with local or particular problems. 
If that is the test, then every industry in the United States, however 
prosperous, can claim to be suffering an injury. 

Mr. E. Martin. If it could be done without embarrassment, I would 
certainly like to know what escape-clause actions have been filed by 
small mismanaged companies. I would not ask that you answer it 
offhand now, but I would like to know about it. 

Mr. Barnnarp. Thank you. 

Mr. Harrison. Mr. Morrison. 

Mr. Morrison. Mr. Barnhard, I understand you to feel that the 
legislation with which these proceedings are concerned is well con- 
ceived, but that the administration is badly carried out. Is that your 
general idea ? 

Mr. Barnuarp. Yes, the legislation is sound and fair, but very 
often the administration results in misconstruction of the original 
legislative purpose. 

Mr. Morrison. To clarify one of the questions Mr. Martin addressed 
himself to; this matter of segmentation—— 

Mr. Barnuarp. Yes, sir. 

Mr. Morrison. Do you not recognize that as the intent of the 1955 
amendment of the escape-clause legislation ? 

Mr. Barnuarp. Yes, sir; but obviously legislation takes a long 
time to work out particular problems and takes a longer time to work 
into a pattern. 

Mr. Morrison. But this is a case where the legislation is responsible 
for the defective procedure you refer to. 

Mr. Barnuarp. Yes, sir. I believe that legislation was an out- 
growth of an administrative practice that developed over a period of 
years in the Tariff Commission and merely expressed the views of the 
dominant members in that Commission. 

Mr. Morrison. It was my impression it was dissatisfaction with the 
administrative procedure, with the belief the administrative agencies 
were too loath to regard industry more broadly than Congress had 
intended. 

Mr. Barnuarp. I think there is some question as to whether that 
was Congress’ intent. Where it was talking about injury to an in- 
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dustry, it deleted the last clause of the phrase which appeared in the 
bill “mjury to an industry or segment of that industry.” The “seg- 
ment” phrase was deleted. I think that is a significant factor of the 
oie legislative intent. 

Mr. Morrison. The legislation clearly defines industry as the seg- 
ment. That is the pein anna: 

Mr. Barnuarp. I am talking about the original enactment. I do 
not believe that this amendment of last year is a sound one, and I 
certainly do not agree that every word that Congress has written in 
this bill is necessarily in accordance with my own views, but overall 
I believe trade legislation has been sound. 

Mr. Morrison. Another matter which was touched upon by Mr. 
Martin that I think should be clarified is this: Some of your criticisms 
of the administrative proceedings relate to the fact that the appli- 
cants for escape-clause proceedings and antidumping proceedings rep- 
resent the weak concerns in the industry. 

Mr. Barnuarp. That often is the case, yes, sir. 

Mr. Morrison. Do you know of any case where the Tariff Com- 
mission or other agencies concerned have regarded the industry as 
consisting of only the weak concerns ? 

Mr. Barnuarp. There are a number of cases in which industry has 
been regarded as consisting of only one company, but I think those are 
unusual circumstances. The closest we came to it in my experience 
was in the soil pipe case where they regarded those producers located 
in one State as the industry producing cast-iron soil pipe, when there 
are at least 50 other producers of it scattered throughout the United 
States producing it and which were not regarded as part of this 
industry. 

Mr. a The antidumping procedures, I think, involve addi- 
tional questions, but what I was getting at is that in the proceedings 
the applicant has never been considered so far as I know, to be deter- 
minative of the scope of the industries with which these proceedings 
have been siniaiad. 

Mr. Barnuarp. I do not think the Tariff Commission has ever 
limited its investigation to one particular company. However, it 
frequently happens that those companies providing the greatest 
amount of information and participating in the hearings and pro- 
viding the great bulk of the picture of the industry are within this 
category which I have described. 

Mr. Morrtson. Another question relates to whether the legislation 
or the administration of it that you are criticizing arises with respect 
to the antidumping legislation ? 

Mr. Barnuwarp. Yes, sir. 

Mr. Morrison. There is no reference to predatory intent in the 
present antidumping legislation; is there? 

Mr. Barnuarp. There is no definition of any kind in the act— 
not of dumping, fair value, injury or industry in it, but the legislative 
history clearly shows the intent of Congress. 

Mr. Morrison. Would it be advisable to amend the legislation under 
which these proceedings are carried out? 

Mr. Barnwarp. It is not only advisable, sir; I think it is essential. 

Mr. Morrtson. What was the nature of the proceedings in the 
hardboard case? 
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Mr. Barnuarp. That was handled entirely by the Treasury Depart- 
ment, before the Tariff Commission was given the right to determine 
the question of injury. 

Mr. Morrison. That is all. 

Mr. Harrison. Thank you very much, Mr. Barnhard. 

Mr. Barnuarp. Thank you, Mr. Chairman. 


STATEMENT OF HOWARD RICHMOND, VICE PRESIDENT, CROMPTON 
C0., NEW YORK CITY 


Mr. Harrison. The next witness is Mr. Howard Richmond of New 
York, vice president of Crompton Co., manufacturers and merchants 
of velveteens and corduroys. 

Mr. Ricumonp. Yes, sir. 

Mr. Harrison. Before you start, Mr. Richmond, I understand Mr. 
Gehrkin and Mr. Mullen, that both of you gentlemen would prefer 
to appear this afternoon rather than go over until tomorrow ? 

M. Grenrxin. Yes, sir. 

Mr. Mutien. Yes, sir, Mr. Chairman. 

Mr. Harrison. All right, we will endeavor to hear you. 

Mr. Richmond, you may proceed. 

Mr. Ricumonp. My name is Howard Richmond. I am vice presi- 
dent of Crompton Co., New York City, who are manufacturers and 
merchants of velveteens, corduroys, and velvets, with manufacturing 
plants at Griffin, Ga.; Waynesboro, Va.; Morrilton and Osceola, 
Ark., as well as selling organization in New York City. 

I am appearing in behalf of the Ameican velveteen industy. I ap- 
preciate the opportunity of appearing before this subcommittee and 
I wish to discuss the question of marking, labeling, and otherwise 
identifying imported textiles. 

I am not a lawyer and I am not an economist. I am a businessman 
who has spent a good part of the last 8 years in the velveteen industry. 
I have four specific recommendations to make which are based on 
practical experience in the workings of the reciprocal trade agree- 
ments program and the methods of getting relief in the case of injury. 
Mr. Harrison. What has been the experience you have had in that 
yattle ? 

Mr. Ricumonp. It has been a long, hard battle, which is not yet 
over. 

Mr. Harrison. To what extent has your production been affected 
by Japanese imports? 

Mr. Ricumonp. The American velveteen industry has been so badly 
injured that, for practical purposes, it does not exist any more in 
this country. The Japanese, except for small importations from 
Italy, are taking about 90 percent of the business in this country. 
As an individual firm, we are operating at about 10 percent of the 
level that we did in 1952. One of our competitors has temporarily 
gone out of the manufacture of velveteens and the other is somewhat 
in the same position that we are, but, for practical purposes, there 
is no longer an American velveteens industry. 

Mr. Harrison. Your machinery is idle? 

Mr. Ricumonp. It is; yes. 

Mr. Harrison. How about employment? 
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Mr. Ricumonp. Employment is down correspondingly. 

Mr. Harrison. Prior to 1952, was there a market for English pro- 
ducers of velveteen in this country ? 

Mr. Ricumonp. No, sir; not since the early thirties have the Eng- 
lish been a factor in this market. 

Mr. Harrison. It has been the Japanese entirely ? 

Mr. Ricumonp. The postwar production has been from the Italians 
and more recently much more exclusively from the Japanese. 

The velveteen industry has had long experience with competition 
from foreign competitive products. 

Back in the twenties and the thirties, the English, the Germans, 
and the Czechoslovak manufacturers of velveteens came into this 
country with substantial quantities of their products. 

The Japanese did not become a factor in this market until about 
1935. 

An interesting point there is that a reduction was made in our tariff 
under section 336 applicable to production in 1933 after a cost-of- 
production survey which was made, and that survey was made with 
representative manufacturers, that is, German and Czechoslovaks, 
and as a result of that the rates were reduced as much as 50 percent. 

Just as soon as that took place, the Japanese took advantage of 
the situation and in 1935 started coming into this country in substantial 
quantities. In other words, the concession made initially under section 
336 of the Tariff Act, which was supposed to benefit foreign producers, 
actually benefited the Japanese only. The rates have subsequently 
been reduced in 2 or 3 subsequent postwar trade agreements. They 
were made once with Great Britain and once with Italy, but the 
Kuropean countries have not benefited from those reductions. The 
only country benefiting has been Japan, and they took advantage of 
the situation because of the reduced rates which became applicable to 
the Japanese. Our prewar experience and the just immediate prewar 
experience was such that we realized that as soon as the war was over, 
me were in for trouble. What happened in 1935, 1936, 1937, and 1938, 
I think might be interesting to you. 

As I mentioned, as soon as the rate was reduced under 336, the 
Japanese started coming into this market with the first so-called plain- 
back velveteens and in the 2-year period they built up from nothing 
to a 5-million-yard total importation which very seriously hurt the 
industry at that time. 

We tried to get another hearing from the Tariff Commission under 
396 and reopen the case since the initial reduction was made on the 
cost of production investigation with European countries and here 
was the importation coming in from the Japanese. We tried very 
hard to get the case reopened and to get the rates put back where 
they were. We were unsuccessful and we were told at that time “the 
only aoe you have is to make a deal with the Japanese.” We made 
such a deal with the Japanese in either 1936 or 1937, but I am not 


sure of the date, in which a signed agreement was made in which they 
agreed to limit their imports to 2.5 million yards. 

_ The result of that agreement which you might say was a voluntary 
import quota insofar as the Japanese were concerned was a little 
peculiar. First of all, the Japanese did not live up to it. Statistics 
will show that. Secondly, the Justice Department frowned down our 
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necks as claiming that we had no right to make such an agreement 
even though members of the administration told us to go ahead and 
do it. 

In any event, the whole thing became academic because as soon as 
the war came on the Japanese went out of the market completely, but 
we realized that we were in for trouble, our rates having been reduced 
already from the 1930 rate. 

Now, with the operation of the reciprocal trade agreements and the 
negotiations with Great Britain and again with Italy the rates were 
volauih on the twill backs and we took every opportunity that we 
could at that time to warn the administration as to what was going 
to take place. 

We appeared before the Committee on Reciprocity Information—in 
those days the Tariff Commission did not hold hearings—and the 
record is clear that we took every precaution we could to warn the ad- 
ministration as to what could take place. 

Nevertheless, they paid no attention to us, and went ahead and 
reduced the rates in the negotiations with England and with Italy. 

Now, the first thing that happened was that the Italians started to 
bring in twill-back velveteens into this country under the new re- 
duced rates, but the initial competition from Italy was not severe. 
In fact, they were selling well below or at about the same price we were 
selling in this country, and that was not a problem at all. 

The problem was first created by another quirk in the operation of 
the law. You may recall that under paragraph 907 which covers 
waterproof cloth, all of a sudden tremendous quantities of velveteen 
started coming in under that classification rather than under such a 
section as 909 which covers velveteen. The reason was this: Under 
907 which covers waterproofed cotton cloths such as hospital sheets 
and things of that sort, at the bottom it says “and other cotton water- 
proofed textiles not otherwise specified.” Very little had ever come 
in under that classification, but 1n some of our trade negotiations our 
negotiators over there took it upon themselves to negotiate the rates 
down on 907, thinking probably, and perfectly innocently, that here 
was a classification where there are not many imports coming in and 
that it did not mean much to the American industry here, and “let us 
ee reduction, and maybe we can get some concessions someplace 
else. 

So, they did that, and the rate was reduced, I think, twice, from 
40 percent down to 12.5 percent. When the rate came down to 12.5 
percent, it became quite attractive because the rate on velveteen was 
still at the 25 to 30 percent level. 

Furthermore, the Italians first, and later the Japanese, found that 
they could pass the customs requirement for waterproofed cloth by 
merely applying a nondurable water-repellent finish to the fabric at 
about 1 cent a yard and as a result they had the goods in Italy and 
Japan made water-repellent which passed the requirements under 
customs. 

The importations from these 2 countries immediately began to grow 
by leaps and bounds because they now had only a 12.5-percent duty. 

It took us 2.5 years to get that matter straightened out, and we 
were not able to file an eseape-clause action under section 907 until we 
could get the 907 waterproof classification straightened out. You 
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may recall that Mr. Jenkins introduced legislation over a period of 2 
years which would clarify that situation, and such legislation was 
up for consideration before the Ways and Means Committee, and I 
believe informal hearings were held with members of the admuinistra- 
tion, but only because of that pressure did the Treasury Department 
make an administrative ruling which has at least temporarily corrected 
the situation, and no longer are large quantities of goods coming in 
under 907, the waterproof classification. 

I might add that not only were velveteens affected but large quanti- 
ties of twills and other textiles were being sent in. So, it was quite an 
important thing. It is temporarily under control through an admin- 
istrative ruling. I mention that because of the delay involved in filing 
escape-clause actions. Those were the years 1952-54. Once that was 
corrected, and imports from Italy and Japan started to pay the regular 
rates as provided for in section 909 we thought “Well, possibly we will 
have a slight repressive action here.” That was not the case. Im- 
ports continued to increase in very startling amounts. As a result, 
the industry as a whole was really beginning to suffer. 

The first concrete action that we took was in December 1954, prior 
to the trade agreements, I believe, in GATT. We had just received 
the administrative ruling from Treasury which went into effect in 
January. ‘Terrific quantities were brought in during the fourth quar- 
ter of that year in order to get them in under the wire at the old rates. 
Nevertheless, we had a pretty good case to the effect that we were al- 
ready injured. We were quite sure that this administrative action 
which canceled the special advantage of paragraph 907 would not in 
any way affect the total imports. 

So, in our application to the Tariff Commission that year we asked 
for a finding from that Commission under the peril-point clause that 
injury already existed in the case of velveteen and that in accordance 
with the law, if the Tariff Commission found that the injury already 
existed, we asked that they recommend an increase in rates, to be ne- 
gotiated in order to overcome that injury. 

That was spelled out in the provision of the law that provides for 
the peril-point program. 

We appeare before the Committee on Reciprocity Information and 
asked their help, and asked them to recommend that they negotiate 
higher rates of duty under the peril-point clause if the Tariff Com- 
mission found any injury already existing. We even went so far as 
to consult with experts in the administration, and I remember talking 
with Dr. Gabriel Hauge, who I believe is the Economic Adviser to the 
President on matters of foreign trade, and told him exactly what we 
were doing, and asked him academically “Is it possible and feasible 
to negotiate a rate upward under the peril-point clause which is ap- 
parently provided for in the law?” 

Of course, the answer to it is “Well, anything is possible, but it is 
not going to happen because the whole point of the whole trade agree- 
ments and negotiations with other countries is to reduce rates of duty 
and not to increase them, and even though the law provides for a way 
to increase rates through a peril-point finding, we just do not expect it 
to happen.” 

Well, it did not happen. In fact, we just got another kick in the 
teeth, and they turned around and reduced the rates just a very small 
amount in the last negotiations anyway with Japan. 
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So, of course, we tried to see if we could get some relief under the 
application of the peril-point clause under the law. That did not 
work. 

Having temporarily solved the waterproof situation under an ad- 
ministrative ruling, and with imports mounting monthly, the next 
thing we did was to apply for relief under the escape clause. We 
waited probably 6 months longer than we should have before we ap- 
plied for relief under the escape clause for two reasons: 

One, we hoped for and got in the last extension a better definition 
of injury which we feel would probably be necessary in the case of 
velveteen which is only a small segment of the cotton-textile industry. 
That has been helpful to us. 

I think without that—a better definition of injury—which was 
referred to just briefly, we would have had great difficulty in any 
escape-clause application. Further, we wanted statistics to show 
without any doubt that under paragraph 909—that is, leaving out the 
907 waterproofed situation—that the imports were increasing and that 
injury existed. 

Well, we filed in January of this year—January 23—and we had 
our hearings in June for a period of 3 days down before the Tariff 
Commission in which about 214 days were devoted to the opposition, 
mostly Japanese, and to some extent the Italians, in which they did 
everything in their power to try to prove that we were not injured. 
Well, that was rather ridiculous because the Tariff Commission had 
all the information, and they knew what our production was, and 
everything about it, but the next argument they took was “Well, you 
are not an industry in the first place.” I do not think that was too 
impressive. 

he point that I am making here is that the importers and repre- 
sentatives of the Japanese and the Italians did everything in their 
power to break down this escape-clause action, and I might add paren- 
thetically here that the Japanese were most disturbed that we had 
filed our escape-clause action and offered to reduce, or indirectly offered 
to reduce, or consider reducing, the voluntary quotas which they set 
up on velveteen if we would withdraw. 

You may recall the Japanese set up voluntary quotas last year and 
they set up a voluntary quota on velveteen at 5 million yards which 
was about 2.5 to 3 million less than we imported into this country last 
year. 

We had indications that they would do better than that if we would 
withdraw. Well, of course, we did not withdraw. That is what the 
escape clause is there for: to correct injury that exists. 

Well, we have had it, and we have had a lot of it. 

On October 24, which is about 4 weeks away, we should have our 
finding, and it must come forth from the Tariff Commission at the 
end of the 9-month period. Then, of course, the President has 2 
months in which to decide what to do about it. Based upon that ex- 
perience, I would like to submit to this committee three recommenda- 
tions which I think would be helpful in expediting the relief of injury 
when it exists: 

_ No. 1, the escape clause: It takes much, much too long. The law 
in. the last extension decreased the time from 12 to 9 months, which 
certainly was a step in the right direction, but, still and all, you must 
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figure at least 1 year from the time that you file before it is possible 
to get relief. 

As we know from bitter experience, when you are faced with in- 
creasing imports from foreign competition at a staggering rate, a year 
is much too long. 

The Tariff Commission does a very thorough job under the escape 
clause. The criteria that they follow, I believe, are mostly adminis- 
trative. They are not set up by any legislation as to how deep they 
must go into the situation. They go into it very deeply, however. 

As a contrast, just remember how superficially the Tariff Commis- 
sion goes into their peril-point findings when they have 120 days to 
determine the point below which a rate cannot be reduced on literally 
hundreds and hundreds and sometimes thousands of items, while they 
will take 9 months on 1 item under the escape clause, and it is strictly 
a matter of the law. 

They have to do it under the peril-point procedure in 120 days, not 
for 1 item, but for literally hundreds of items, and they do it. They 
have 9 months to do it under the escape clause for 1 item, and they 
will take every day of it. 

It is my belief that if you write into the law that the Tariff Com- 
mission must come off with a finding in 3 months’ time you will get a 
finding in 3 months’ time that will be just as efficient and just as fair 
us you get in 9 months or that you previously got in 12 months. 

In other words, the longer you give them the longer they will take. 

If you shorten the time they will find ways and means of shorten- 
ing their procedure. I do not think it is necessary to set up any 
specific criteria as to what they should do. They have had plenty 
of experience. 

So, the first part of the first recommendation is to shorten the time 
to 3 months, and the second part of the first recommendation is that 
you shorten the President’s time from 2 months to 1 month. He now 
has 2 months to decide what to do about it. 

Well, certainly 1 month ought to be enough. Then, we will reduce 
the time from a total of about 12 months to a total of 4 months, which 
I think is quite an improvement. 

The third point of the first recommendation is that you give very 
careful consideration to make the finding of the Tariff Commission, if 
not completely mandatory upon the President, at least of more weight 
and importance than they have at the present time. 

There was a great deal of discussion the last time the law was ex- 
tended with respect to whether the escape clause could be made or 
should be made mandatory. 

The record is full of recommendations pro and con. I honestly 
believe that a mistake was made in not making it mandatory. I recog- 
nize, however, that problems exist which may make it impossible to 
make it mandatory, but at least I believe that you can make it manda- 
tory except in certain very serious considerations of the national econ- 
omy or something of that nature. 

There is certainly too much latitude in whether the administration 
will follow an escape-clause recommendation or not. 

| would like to see that tightened up, and that is the third part of 
recommendation No. 1. 


83979—56—pt. 2——_8 
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Recommendation No. 2 is that we make the peril points a two-way 
street. That is what they were originally designed for. In many 
ways, sir, it should be easier, and better for the administration, to 
raise a rate in a negotiation with a foreign country, where that rate 
has to be raised, rather than as a result of an escape clause. I believe 
if the peril-point part of the law were tightened down and used that 
a good deal of the damage could be corrected at the time that negotia- 
tions are going on with foreign countries, and at the time that our 
team is negotiating with the individual countries bilaterally on indi- 
vidual items. 

The law is set up to provide changes for that machinery. To the best 
of my knowledge it has never been done. We certainly tried it, and I 
am sure that it has never been done, certainly, based on any injury or 
threatened injury. 

Further, I helleve that—this is the second part of recommendation 
No. 2—while it may be impossible to make the peril-point findings 
mandatory upon the President, I believe that can be tightened down, 
and should be tightened down for the very same reasons that I men- 
tioned in connection with the escape clause. 

My third recommendation is that in future negotiations that we 
insist, or make it a part of the law that representatives from industry 
be on the negotiating team in an advisory capacity. I have a very 
specific reason for saying this, because I know of two instances where 
mistakes were made by the negotiators that eventually created great 
damage to industry merely because of their ignorance. One was the 
case of the waterproofed fabrics under section 907. I think any mem- 
ber of the industry could have told what would have taken place, 
but the negotiating team, working in a vacuum, cannot be expected 
to know what would take place. 

A second example is with respect to what is going on in paragraph 
919 on imports of clothing which Mr. Austin will talk about later, 
another example of where an industry adviser at the time the nego- 
tiations were taking place could be of help. Certainly every foreign 
country we are doing business with has just that, and why should not 
we? 

Now, the fourth recommendation I make is in connection with the 
marking, labeling, and otherwise identifying imported textiles. 

This is a short statement, but it was such a question that I felt I 
could not do justice to it without having written it out ahead of time. 
So, if you will permit, I will read it to you: 

Now, there are two basic laws that cover the question of marking, 
labeling, and otherwise identifying imported textiles, and they are 
as follows: 

1. Tariff Act of 1930—section 304 headed “Marking of Imported 
Articles and Containers—Marking of Articles” reads as follows: 

(a) Except as hereinafter provided, every article of foreign origin (or its con- 
tainer, as provided in subsec. (b) hereof) imported into the United States shall 
be marked in a conspicuous place as legibly, indelibly and permanently as the 
nature of the article (or container) will permit in such manner as to indicate to 
an ultimate purchaser in the United States the English name of the country of 
origin of the article. 

Over a number of years, in some instances, the courts held that the 
ultimate purchaser is the importer and not necessarily the ultimate 
consumer purchasing the imported textiles at retail. Asa result, there 
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is considerable confusion with regards to the marking, labeling and 
otherwise identifying imported textiles at the retail level. 

2. The second law that governs is the Federal Trade Commission 
Act which in section 45 reads as follows: 

(a) Unfair methods of competition in commerce, and unfair or deceptive acts 
or practices in commerce, are declared unlawful. 

The Commission is empowered and directed to prevent persons, partnerships, 
or corporations, except banks, common carriers subject to the acts to regulate 
commerce, ete., from using unfair methods of competition in commerce and unfair 
or deceptive acts or practices in commerce. 

The Federal Trade Commission has not acted with ar to im- 
ported merchandise to clarify the ambiguity that surrounds the ques- 
tion of marking, labeling, and identifying imported textiles at the 
retail level presumably because of the difficulty in proving that there 
actually exists unfair competition, therefore establishing the need for 
action os the Federal Trade Commission. 

It is interesting to note that in a decision of the Seventh Circuit 
Court of Appeals in 1951 in the case of Heller and Sons, Inc., et al. v. 
Federal Trade Commission the court decided : 

Failure to disclose affirmatively; by mark or label, material facts concerning 
foreign merchandise, which, if known to prospective purchasers, would influ- 
ence their decisions of whether or not to purchase, is an unfair practice. 

It appears that there can be no question but that it was the intent 
of Congress in passing the Tariff Act of 1930 and the Federal Trade 
Commission Act htat the whole purpose of providing for marking, 
labeling, or otherwise identifying imported textiles was to make known 
to prospective purchasers the foreign origin to avoid misrepresenta- 
tion which might result in unfair competition with domestic competi- 
tive articles or materials. 

While the intent of section 304 of the Tariff Act on marking appears 
quite clear when in the administration of the act and the Treasury 
Department permits imported products to enter the commerce of this 
country the marking of which may be debatable, it can readily be 
understood that the Federal Trade Commission would hesitate to 
hold that the same marking already approved by the Treasury Depart- 
ment might constitute an unfair trade practice. 

Foreign imported textiles find their way to the ultimate consumer 
at the retail level by taking 1 of 3 general patterns: 

1. Foreign textiles that are imported in the piece that flow through 
channels of distribution and are eventually sold to the manufacturers 
of articles and/or wearing apparel made from the imported textiles 
and eventually sold to the ultimate consumer at retail in the form of 
articles and/or wearing apparel of all sorts and descriptions. 

2. Foreign textiles that are imported in the piece that flow through 
normal channels of distribution and are eventually sold to the ultimate 
consumer at retail by the yard. 

3. Foreign articles and/or wearing apparel manufactured in for- 
eign countries from foreign materials that flow through normal chan- 
nels of distribution and are eventually sold to the ultimate consumer 
at retail in the same form in which they were imported. 

Most foreign textiles imported into this country eventually are sold 
to the ultimate consumer i. the yard at retail and also are sold to 
manufacturers and manufactured into garments which are eventually 


. . > . 
sold at retail. Furthermore, affidavits are sworn to by importers as 
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more or less a routine for most imports of textiles indicating that they 
are imported for consumption at the manufacturing level. Such an 
affidavit reduces the ahalilen requirements because it has been held 
that textiles to be consumed in whole by a manufacturer need not be 
marked at regular intervals through the length of the piece, but only 
on the container and on the piece itself. 

In practice, articles or garments made in the United States of im- 
ported textiles are not identified to the ultimate consumer at retail 
with the country of origin of the textile imported unless it is to the 
advantage of the retailer to so mark or label. There is no provision 
in the law which requires either the manufacturer or the retailer to 
so mark or label articles or garments made from imported textiles. 
Garment manufacturers and retailers will mark and label garments 
made from foreign textiles if it is to their advantage in merchandising 
the product in question. The manufacturer and retailer are not re- 
quired and invariably will not identify the country of origin on tex- 
tiles in articles or wearing apparel made in this country if it is not 
to their advantage to do so. 

In the case of imported textiles that are eventually sold by thie 
yard to the ultimate consumer at retail, the situation is somewhat 
similar. The importer may have been considered the ultimate pur- 
chaser as far as section 304 is concerned of the Tariff Act. Of course, 
he cannot remove the markings applied by the foreign countries to 
satisfy section 304 without being subject to the penalties provided 
in the Tariff Act. The retailer purchasing foreign textiles for over- 
the-counter sale which have presumably been marked in accordance 
with section 304 also cannot remove the markings for the same 
reason. 

On the other hand, if he purchases goods that have been brought in 
under an affidavit to the effect that these goods were to be consumed 
at the manufacturing level, the marking provision of the law is less 
stringent and normally the piece will just be marked at the end of the 
piece and not at regular intervals so that after the first sale, the 
identity of the country of origin is lost forever. 

Furthermore, in advertising such merchandise, the retailer is at 
liberty to indicate the country of origin if he desires, or to indicate 
merely “imported” as is frequently the case, or to omit mentioning 
the fact that the goods are imported, which is sometimes the case. 

It appears, therefore, that even in the case of imported textiles 
which are eventually sold by the yard at retail, there is considerable 
confusion as to the labeling and advertising practices now being used. 
Here again the Federal Trade Commission is empowered to prevent 
such unfair competition but has seldom done so because of difficulty 
in obtaining proof. 

Section 304 of the Tariff Act covers the labeling of imported gar- 
ments. Neither the wholesaler nor the retailer can legally remove 
the markings that are put on in accordance with the requirements of 
section 304, if this section is properly construed and administered. 
It is our feeling, therefore, that the labeling and marking of imported 
garments is adequately covered under current legislation. 

We feel, however, that this is not the case with regard to imported 
textiles which find their way to the ultimate consumer either in the 
form of piece goods or in the form of American made garments froin 
imported fabrics. 
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\Ve would suggest that consideration be given to the enactment of 
legislation that would make mandatory the marking of imported 
textiles in such manner as would apprise the consumer who purchases 
ai retail the country of origin of the product he is purchasing. 

It is also important that articles or wearing apparel made in the 
United States from imported merchandise be so marked that the con- 
simmer Who purchases at retail will know that the article he is purchas- 
ing is made from imported merchandise. 

We therefore recommend that your committee suggest to Congress 
legislation which will accomplish this end. 

hank you. Thatcloses my fourth recommendation. 

\ir. Harrison. Thank you for your appearance, Mr. Richmond. 

Mir. Martin, do you have any questions / 

Mr. E. Martin. No, sir; I have no questions, Mr. Chairman. 

Mr. Harrison. Do you have any questions, Mr. Morrison ‘ 

Mir. Morrison. No, sir. 

Mr. Harrison. Thank you very much, sir. 

Mr. Harrison. The next witness is Mr. Samuel Y. Austin, Jr., of 
tle Crompton-Shenandoah Co., Inc., of Waynesboro, Va. 

Do you have a prepared statement, Mr. Austin / 

Mr. Austin. Yes, sir. 

Mr. Harrison. You may proceed. 


STATEMENT OF SAMUEL Y. AUSTIN, JR., VICE PRESIDENT, 
CROMPTON-SHENANDOAH CO., INC., WAYNESBORO, VA. 


Mr. Austin. Mr. Chairman and members of the committee, my 
name is Samuel Y. Austin, Jr. I am vice president of Crompton- 
Shenandoah Co., of Waynesboro, Va. I am also secretary of Cromp- 
ton Co., the parent corporation, and secretary of Crompton-Richmond 
Co., Inc., of 1071 Avenue of the Americas, New York City, the sales 
agency for Crompton Co., and its affiliated corporation, Crompton- 
Shenandoah Co. 

{ am appearing before you today on behalf of the American cor- 
durey industry. Specifically, I represent the Corduroy Council of 
America, 15 East 53d Street, New York 22, N. Y., the members of 
which represent over 90 percent of all the corduroy production in 
America. The names of the members of the Corduroy Council of 
America are as follows: 

Avondale Mills, 1430 Broadway, New York, N. Y. 

Bernside Mills, Inc., 1480 Broadway, New York, N. Y. 

Brookhaven Textiles, Inc., 1412 Broadway, New York, N. Y. 

Concord Textile Co., Inc., 112 West 34th Street, New York, N. Y. 

Cone Mills, Inc., 1440 Broadway, New York, N. Y. 

Crompton-Richmond Co., Inc., 1071 Avenue of the Americas, New York, N. Y. 

Eden Textiles, 15 West 26th Street, New York, N. Y. 

)). B. Fuller & Co., Inc., 1407 Broadway, New York, N. Y. 

Greenwood Mills, Inc., 64 Worth Street, New York, N. Y. 

Hockmeyer Bros., Inc., & Howlett & Hockmeyer, 10 East 40th Street, New York, 

N. 3 
A D. Juklliard & Co., Inc., 40 West 40th Street, New York, N. Y. 

Majestic Fabrics Co., 119 West 40th Street, New York, N. Y. 

M 4 ‘ampbell & Co., Inc., 40 Worth Street, New York, N. Y. 
Merrimack Manufacturing Co., Inc., 1450 Broadway, New York, N. Y. 
J. P. Stevens & Co., Inc., 1460 Broadway, New York, N. Y. 

Vanetta Corduroy Corp., 1441 Broadway, New York, N. Y. 
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Mr. Chairman and members of the committee, this hearing could not 
have been held at a more opportune time. The corduroy industry is 
being hard hit by Japanese competition. 

Corduroy is covered under paragraph 909 of the Tariff Act of 1930 
and is covered by an ad valorem rate of 50 percent except in the case 
of wide corduroys, 52 inches or more in width and valued at 50 cents 
or more per square yard where the rate has been reduced through trade 
agreements to 30 percent. However, wide corduroys are only a very 
small part of the corduroy production in most foreign countries. The 
50-percent rate on corduroys other than wide has been in effect since 
1930. Presumably, it has been reviewed a number of times prior to 
trade agreement negotiations. It has not been negotiated below the 
50-percent level because undoubtedly the facts show that the 50-percent 
rate was needed to avoid undue injury to the American industry. 
Paragraph 909 also covers articles made of corduroy which also car- 
ries a 50-percent ad valorem rate which has been in effect since 1930. 
The actual importation of corduroy in the piece under paragraph 909 
is not yet unduly large. The industry is not as yet disturbed about 
the importation of corduroy in the piece. 

However, increasingly large quantities of corduroy garments are 
now flooding this market and are able to take advantage of a techi- 
nicality in the law which permits the application of a 20-percent 
duty on corduroy garments rather than 50 percent, which is called for 
asiiee paragraph 909 for articles made of corduroy. 

This is the technicality in the law. Paragraph 919 of the Tavii 
Act of 1930 as renegotiated under GATT, sets a 20 percent ad valorem 
duty on clothing and articles of wearing apparel made wholly or in 
chief value of cotton except for shirts of cotton which carry a 25 
percent duty. Although there have been no specific court decisions 
covering corduroy garments, nevertheless, based upon court decisions 
covering garments made of other pile fabrics covered in paragraph 
909, the Treasury Department has arbitriarily ruled that wearing 
apparel made of corduroy is more specifically classified under para- 
graph 919 than under 909. Therefore, the duty on corduroy coming 
in in the form of shirts is 25 percent and in the form of trousers, 
children’s wear, dresses, and other wearing apparel is 20 percent in- 
stead of the 50 percent rate prescribed for articles made of corduroy 
as specified under paragraph 909. At the rate of 20 percent, the Jap- 
anese can undersell, by a wide margin, the domestic garment manu- 
facturers using American corduroy. These Japanese-made corduroy 
garments are coming into this country at an alarming rate which 
we shall point out later. 

In order to show the practical effect of this, I have here a perfect 
exhibit. Saturday, September 15, 1956, which was just a week ago 
last Saturday, I went shopping in my hometown, Waynesboro, Va. 
I purchased two similar pieces of clothing from the same store. The 
two garments were on adjoining counters. I show them to you and 
for the purpose of identification, I have marked one exhibit “A” and 
the other exhibit “B.” 

They were both purchased from White’s Department Store. The 
sales slips are dtecked to the exhibits. Exhibit A is a pair of child’s 
pants, size 6, made of red corduroy by Young Fair Togs. It is made 
of domestic corduroy. The price which I paid for it as shown on the 
price tag was $2.98. 
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Exhibit B is the same thing: a pair of child’s red pants, size 6, 
made of corduroy. It has a pocket, which exhibit A does not have; 
it has a wider, better looking waist band than A, but the cuff is not 
quite as substantial; exhibit B is 2 or 3 inches longer than exhibit A 
so there is ample room to make a cuff; but for all practical purposes, 
the two garments are comparable and competitive. B sold for $1 
per pair and A for $2.98 a pair. 

What is the explanation ? 

The little pocket on B has a tag which reads “Town & Country, Im- 
ported Corduroy, washable at 160° Fahrenheit, Made in Japan of 
American Cotton.” 

1 am informed that importers sell these garments in New York City 
at from $6.75 to $7.50 per dozen. It requires 10 yards of corduroy to 
make 12 of these. Our list price for the fabric out of which these 
trousers are made is 731% cents per yard. Therefore, an American 
garment manufacturer wanting to compete in this market must pay 
$7.35 for his cloth alone. This equals the importer’s cost of the 
finished product plus all his expenses and his profit. On top of the 
$7.35 the American garment manufacturer must add his labor, over- 
head, taxes and a profit. It cannot be done competitively under pres- 
ent day conditions. Furthermore, at the price of 731% cents per yard, 
the American corduroy manufacturer is not making a reasonable 
profit. That figure barely covers his manufacturing costs plus selling 
expenses. 

That is why the corduroy industry is in serious trouble and if some- 
thing is not done to help it, another major segment of the textile in- 
dustry will fade out as the velveteen industry has. 

Although I am specifically representing the American corduroy 
industry whose life is at stake, I indirectly represent the interest of 
untold hundreds of garment manufacturers throughout America who 
vitally depend on American made corduroy as a basic raw material 
for which there is no substitute. This is particularly serious to the 
hundreds of manufacturers of infants and children’s wear who depend 
toa large extent on corduroy as their basic fall fabric. 

You can readily see that this low price unfair competition from 
Japanese made corduroy garments is severely damaging the market 
for American corduroy producers and American garment manufac- 
turers and jeopardizing the very livelihood of untold thousands of 
workers in mnills and garment factories throughout the country. 

In 1955, there was shipped into this country from Japan at least 
690,000 yards of corduroy made into wearing apparel. Through 
August 1956, this figure had jumped to at least 4,279,000 yards; per- 
centagewise, an increase of over 600 percent. 

Mr. Harrison. Was there any new agreement made in that period 
of time between this country and Japan ? 

Mr. Austtn. No, sir; not that I am aware of. 

Mr. Harrison. To what do you attribute this? Was there any 
reduction of tariff in that period ? 

Mr. Austin. There was a reduction in tariff. 

Mr. Harrison. September 1955, was it not ? 

Mr. Austin. That is right, September 1955. 

Mr. Harrison. How much was that reduction ? 

Mr. nn The reduction was to 20 percent on the wearing 
apparel, 
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Mr. E. Martin. When did the Treasury make this ruling about the 
classification of corduroy apparel ? 

Mr. Austr. That ruling had been in effect for some time, sir. 

Mr. E. Martin. Specifically on the corduroy apparel ? 

Mr. Austin. Yes, sir; but the corduroy apparel did not become a 
factor until this year. 

Mr. Harrison. In other words, until the reduction of September 
1955 it made no difference. 

Mr. Harrtson. But when you were classified not as corduroy but 
something else, although you are corduroy, then the effect of the ruling 
hit you like a ton of bricks, is that right ? 

Mr. Austin. Yes, sir. 

Let me pause here for just a moment and explain the source of these 
figures. ‘They are not Government statistics. Last December when 
we first became aware of this problem, we went to the Bureau of the 
Census and asked for data on the quantity of corduroy coming into the 
United States under paragraph 919 in the form of wearing apparel. 
We paid the Bureau $75 for a survey. After several months, we were 
told that the information could not be supplied. It seems that under 
paragraph 919, it is not necessary to list a shirt or a dress as a “cordu- 
roy” shirt or a “corduroy” dress, if made of corduroy. It may come in 
classified as “wearing apparel made of cotton.” In that case, it might 
be corduroy or it might be made of any other cotton fabric. 

Mr. Harrison. Do you think they could have given you those fig- 
ures if they wanted to? 

Mr. Austin. No, sir; I do not think they could give them to us with- 
out an extensive study. We have been to the Tariff Commission today 
and asked them for figures and they could not give them to us. 

Mr. Harrison. Is there any reason why they did not keep a record 
so that they could have given them to you? 

Mr. Austin. There is a so-called basket clause under paragraph 919. 
They have the imports coming in under 919 broken down. 

Mr. Harrison. Could they not break down the basket clause if they 
wanted to? 

Mr. Austin. They say they cannot break it down without a long 
study, that would take them years of time. 

Mr. Harrison. Years? 

Mr. Austin. Yes. 

Mr. Harrtson. All right; proceed. 

Mr. Avusttn. Under paragraph 919 they have it broken down into 
six specific classifications and then the basket clause. The basket 
clause reads: 

Other wearing apparel not specifically provided for. 


In that is included corduroy and velveteen and any number of other 
cotton fabrics. I will come to that in just a minute. 

After running into this blind alley, we set out to get our own figures. 
We did this by searching through the Weekly Import Bulletins, as 
published by the Journal of Commerce. Here we found many refer- 
ences to corduroy garments. We summarized them and here is a 
complete list of our figures. 

This list shows it month by month for imports during 1955 and then 
month by month for imports during 1956 up through August 31. The 
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two important figures are that during 1955 the total imports were 
690,000 yards and so far this year they have been 4,279,000 yards. You 
will notice during the month of August they were 1,683,582 yards. 
September is the big corduroy month in the garment manufacture. 
We anticipate that in 1956 this figure will go over 6 million yards. 
That is why we can see the handwriting on the wall. We know the 
corduroy industry is in trouble unless it can receive some help. 
(The table is as follows :) 


Corduroy apparel importations from Japan in yards 


| 1955 
Month 


| Monthly Year to date | Monthly Year to date 





, 110 214, 110 12,310 2, 310 

’ 214, 110 10, 175 22, 485 

: 214, 110 6, 800 29, 285 

25, 200 239, 310 960 30, 245 

11, 360 | 250, 6 416, 570 46, 815 
a ad , 135, 495 2,: 


August {SENS 22 HST 

Re ER itetinttsicte tite <tdealtines ole imjleed 18, 225 | 

OCGUEE cascducattoss« ‘ - A «wa 196, 945 | 

Novem ber nets ee oe 2 8 | 170, 49 

POG cha adnate taki ndd an ehateuton ohare 47, 447 | 690, 792 





690, 792 |--- 


These figures are minimum because we have listed only items identified as corduroy. If the article was 
ide of corduroy, but not so listed, we would have no way of knowing and would not list it. Therefore, 
the actual figures may be much higher than the ones shown here. 


Source: Journal of Commerce Weekly Import Bulletin. 


Mr. Austin. On the next page, page 7, you will find a list of con- 
version factors, because on these import invoices the materials are 


1° 
| 


listed by cases. It will be a case of shirts or a case of crawlers and 
-o forth. We received this information from the Bureau of the Cen- 
sus and the Bureau of Customs as to the average yards per dozen 
and the average dozens per case, so we could convert the case figures 
into yards, 

(The information is as follows :) 


Basis of conversion, Japanese apparel imports 





| Dozen per | Yards per 
case case 





Men’s shirts 12 


Boys’ shirts ep dic enag als enrar ip ees a ened nt a cng niiiagtn cgene Aig sala ar GG = saligh paca a | 15 | 
CRI rer enere 6220s ec. ee oe Sea ; can 40 
Crawlers - 7 woes oaee g , 40 
Boxer shorts Cs Ce eee bce cnmnaeen 40) 
Boxer longie- iad ik telah cithdack inp boa 15 
Ladies’ jackets ‘Sta satis 15 
Ladies’ slacks____- ek ah Ecoles Bia Bet tee } 15 
Ladies’ dresses... .__.____- OS 12 
Boys’ slacks oe ; oe et ise aks 15 
Playwe: 20 | 


Eye 


“1 me Oe I 


toe rw 


& 


Mr. Ausrrx. As soon as we became aware of what was going on, 
we realized how serious it was and set out to do something about it. 
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We consulted our attorney and he explained the technicalities which 
are: 


Paragraph 909 of the Tariff Act reads as follows: 
Pile fabrics (including pile ribbons), cut or uncut, whether or not the pile 
covers the entire surface, wholly or in chief value of cotton, and all articles, 


finished or unfinished, made or cut from such pile fabrics, all the foregoing, if 
velveteens or velvets, 62144 percentum ad valorem ;— 


which the previous witness testified had been reduced— 
if corduroys, plushes, or chenilles, 50 percentum ad valorem ;— 
Which has not been reduced— 
if terry-woven, 40 percentum ad valorem. 

Paragraph 919 of the Tariff Act reads as follows: 


Clothing and articles of wearing apparel of every description, manufactured 
wholly or in part, wholly or in chief value of cotton, and not specially provided 
for, 374% percentum ad valorem. : 

Which, as I said before, has been reduced under GATT to 20 per- 
cent, with 25 percent in the case of shirts. 

Mr. Harrison. Do you mean to say they have ruled that you are 
more specifically designated as other articles made wholly or in chief 
value of cotton, rather than under a statute that says “corduroy”?! 

Mr. Austin. Yes, sir. 

Mr. Harrison. In other words, corduroy is not corduroy but it is 
“other articles of cotton”? 

Mr. Austin. That is right, sir; wearing apparel made wholly or in 
chief value of cotton. They claim that wording “wearing apparel” 
is more specific than an article made of corduroy. Wearing apparel 
made of cotton is more specific than an article made of corduroy. 

Mr. Harrison. In other words, they have ruled a corduroy article 
is not covered by a statute dealing with corduroy but by a statute 
dealing with other wearing apparel made out of cotton? 

Mr. Austin. Yes, sir. 

Mr. Harrison. That is the Treasury Department ? 

Mr. Austin. Yes, sir; the Bureau of Customs. 

Through trade agreements this rate in paragraph 919 has been 
reduced to 20 percent and in the case of shirts 25 percent ad valorem. 

Reading the two paragraphs side by side, it seems clear to a lay- 
man that Congress intended that corduroy and articles made of 
corduroy should be protected by the same rate of duty which was in 
1930 and still is 50 percent ad valorem. Further, it appears that the 
Japanese should not be permitted to circumvent the 50 percent duty 
and the intention of Congress by making the corduroy into wearing 
apparel and thus reducing the duty to 20 percent. Nevertheless, that 
is what is happening. 

Although there have been no specific court decisions covering cor- 
duroy wearing apparel, the Bureau of Customs is classifying corduroy 
wearing apparel under 919 instead of 909 upon the basis of a Customs 
Court decision entitled F. R. Tripler & Co., Inc., v. United States 
(T. D. 45699) covering wearing apparel of cotton velvet decided in 
May 1932. 

There have been other decisions since that time involving terry 
cloth and one or two other things, but nothing on corduroy, and this 
is the leading decision on which they base their interpretation. 
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Tripler imported a quantity of cotton velvet jackets and the ques- 
tion was whether they should be classified under 909 at the 50-percent 
rate or under 919 at a lower rate. Tripler, the importer, was the 
plaintiff in the case. The Customs Bureau wanted to classify the 
jackets under 909 as being articles made of cotton velvet but Tripler 
wanted to classify them under 919 as being wearing apparel made of 
cotton. 

The court in its decision presented the legal question very clearly 
as follows: 


It is quite evident from a casual reading of the two foregoing quoted provisions, 
that both are applicable to the merchandise here under consideration, namely, 
whether the relevant provision of said paragraph 919 for cotton wearing apparel 
of every description not specially provided for more specifically covers the im- 
ported merchandise than the provision of said paragraph 909 for articles made 
or cut from cotton velvet pile fabrics, under which it was assessed. 

It will be noticed that the provision for cotton wearing apparel of every 
description is qualified by the phrase “not specially provided for,” while there is 
no such limitation in the competing provision. The rule as laid down by the 
courts is that, where there are two provisions otherwise equally applicable to 
imported merchandise and only one is qualified by the phrase “not specially pro- 
vided for,” the presence of such phrase then operates to transfer the classifica- 
tion of the merchandise to the provision not so limited. Nore: United States 
v. Snows U. 8. Sample Express Co. (6 Court of Customs Appeals 120; T. D. 
35388) and cases therein cited. United authority of the same decision, however, 
we are found to hold that the two provisions here under consideration are not 
otherwise equally applicable, but that the one for cotton wearing apparel of 
every description is more specific than that for articles made or cut from cotton 
velvet pile fabrics, and that the phrase “not specially provided for” qualifying 
the one provision is of no controlling effect in the present instance. 


So the Treasury Department, the Bureau of Customs, is making the 
decision upon the basis of a court decision. 

In making this decision, the court followed a long line of prior de- 
cisions going back to the case of Magone v. Heller (150 U.S. 70) de- 
cided by the Supreme Court of the United States in 1893. 

So much for the legalities of the situation. We were caught in a 
trap and what could we do about it ? 

Our attorney advised that escape-clause relief was not practical or 
available. First, we could not at that point (the spring of 1956) show 
appreciable injury. The escape-clause procedure is so set up that 
an industry cannot seek relief until it is on its deathbed. No matter 
how plain the handwriting on the wall, you cannot move until you 
are hurt, and badly hurt. Secondly, there were no official statistics 
available with which to prove or disprove our case. 

Our next avenue was to appeal to the Congress to clarify its inten- 

tion. Did it intend that soli piece goods should have a 50 per- 
cent protection but that the importer could get around this duty by 
uiaking this cloth into clothing at further savings in labor, or did it 
intend that corduroy, in whatever form, should be protected equally ? 
Ve pursued this course by proposing a clarification of the law. This 
took the form of H. R. 11952. It is a bill which was introduced by 
Mr. Jenkins of the Ways and Means Committee of the House of Repre- 
sentatives on June 26, 1956. That bill reads as follows: 


\ BILL To amend paragraph 909 of the Tariff Act of 1930 with respect to articles of 
corduroy 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That paragraph 909 of the Tariff Act of 1930, 





668 CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 


as amended, is hereby amended by inserting after the word “corduroys,”’ the 
following: “and, whether or not core specifically provided for’. 

This bill, H. R. 11952, died in committee when Congress adjourned. 

If something is not done to correct the situation and correct it 
quickly, the corduroy industry will be in the same predicament in 
which the velveteen industry finds itself. Japanese imports have 
virtually put the American velveteen manufacturers out of business, 
This is a well-known fact. 

To summarize: The corduroy industry is now being badly injured 
through the importation of Japanese-made corduroy garments and 
not, as yet, through the importation of corduroy in the piece. It ap- 
pears to us that the escape clause is not an answer to our problem now. 
What we are asking for is the passage of legislation to eliminate the 
present inequitable rate of duty now being applied to importation of 
corduroy garments and establish the 50 percent rate on corduroy gar- 
ments which was the original intent of Congress according to our 
belief. Even if legislation to correct this situation is enacted, the 
50 percent ad valorem rate which would become applicable to the im- 
portation of corduroy garments would not in any sense exclude the 
importation of Japanese corduroy garments. This rate would tend 
to lessen the present wide disparity in selling prices at the retail level. 
If the rate of duty on Japanese-made corduroy garments was raised 
from 20 percent to the proper rate of 50 percent, the retail price of 
the exhibit garment B would be increased from the present level of 
$1 to $1.30 or $1.49. This would still permit the importer to under- 
sell the domestic producer but at a difference which would allow the 
domestic producer a fighting chance to compete based on better serv- 
ice, styling, and established reputation. 

I would like to disgress for just a moment and refer to exhibit A, 
which is the domestically produced garment that I introduced here. 
Although that is an actual purchase and the actual price on it, I am 
informed by members of the industry that that is an extreme case, on 
that $2.98 price, and that about 75 percent of the American market is 
offering that at $1.98 and not at $2.98, so that this is rather an extreme 
difference. If, with the case in 75 percent of the American market, 
the price is $1.98, the American manufacturer and garment manufac- 
turer would have a chance of competing with the Japanese garment 
at $1.49, because at that disparity the housewife and ultimate pur- 
chaser can weigh the factor of better service and better quality. But 
at a difference of $1.49 to $2.98 you are still underpriced to such an 
an extent that you cannot compete. 

We firmly believe the enactment of the proposed legislation would 
ane help to reduce the unsettled market conditions that now exist 

ue to the extremely low prices on imported garments. 

It is most urgent that we secure immediate passage of this correc- 
tive legislation when Congress reconvenes in January. The corduroy- 
garment manufacturing industry is in immediate peril. The price 
on Japanese made corduroy garments tends to set the market price 
for domestic-made garments. Domestic manufacturers cannot pos- 
sibly compete. They will be forced to abandon the use of corduroys 
in their garments or they will defer normal commitments for piece 
goods from American mills to the point where the mills will be obliged 
to drastically reduce production and throw thousands of mill em- 
ployees out of work. It is quite possible that many American gar- 
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ment manufacturers who have specialized in the manufacture of cor- 
duroy garments will be forced out of business. We cannot impress 
upon you too strongly the need for immediate legislative action in 
correcting the rate of duty on corduroy garments to its proper rate 
of 50 percent ad valorem. 

In addition to the recommendation in the printed statement I have 
one other recommendation I would like to make surrounding the fig- 
ures which we have tried to get from the Bureau of Census and from 
the Tariff Commission. I would like to recommend that this com- 
mittee or the Ways and Means Committee request the Tariff Com- 
mission for a breakdown of wearing apparel classified under the basket 
provision of paragraph 919 of the Tariff Act so as to show garments 
made out of corduroy, velveteen, and cotton velvet. 

Mr. E. Martin. Mr. Austin, are you asking for a classification to be 
set up for the future, so that future imports will be so recorded? You 
see, at the present time I take it that the Census Bureau does not have 
the information as to imports up to now. 

Mr. Austin. That is right; yes, sir. They do not have that infor- 
mation because it is not necessary under the law. 

Mr. E. Martin. Therefore, your request is that a new classification 
be set up so that in the future that information will be available. 

Mr. Austin. Yes, sir. 

Mr. E. Martin. I thought so. I just wanted to get it clear. 

Mr. Austin. Yes, sir. 

Mr. E. Martin. May I ask a few more questions, Mr. Chairman ? 

Mr. Harrison. Surely. 

Mr. E. Martin. On your amendment, H. R. 11952—— 

Mr. Austin. Yes, sir. 

Mr, E. Martin. I do not want to delay this hearing, but I think you 
might want to look at that again to see 1f the word “and” is not in the 
wrong place. It would seem to me you would want the word “and” 
at the end rather than at the beginning. You want the language to 
apply to corduroys and not velveteen or chenilles, is that right? 

Mr. Harrison. My recollection is that there were technical objec- 
tions made to that measure by various Government agencies at the 
time it was before the committee in July or August. 

Mr. E. Martin. I do not think that could be profitably gone into 
now. 

Mr. Austin. Thank you, sir. I have a copy of the bill in my brief 
case. I assure you we will take your comment into consideration when 
the bill is represented. 

Mr. Harrison. You had better look into the technical criticisms 
made by the bureaus when you present it again. 

Mr. E. Martin. I have aor! question on the legality. 

Mr. Austin. Yes, sir. 

Mr. E. Martin. I am not quite sure whether you agree that the 
classification under paragraph 919 on corduroy garments is in accord- 
ance with the law as Congress passed it or not. You quote from the 
court decision and say: “So much for the legalities.” Do you think 
that court decision as a legal matter settled it, or do you think the 
court decision was wrong as a legal matter ? 

Mr. Austin. I think as a legal matter the court decision was wrong. 

Mr. E. Martin. That brings me to my next question. Have you 
considered litigating the matter veunnll or perhaps having a gar- 
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ment manufacturer litigate it himself under section 516 (b) of the 
Tariff Act, in which an American manufacturer is given the right to 
protest when he thinks that the Treasury classification of imported 
merchandise is at a rate of duty that is too low and not in accordance 
with the law? 

Mr. Austin. Yes; we have given consideration to that type of liti- 
gation but we have been advised that the chances are very slim of 
getting any relief by litigation because of this court decision. 

Mr. E. Martin. Then you do not feel very confident about your 
position that the court decision was not in accordance with the law? 
By that I mean with the intent of Congress as reflected in the Tariff 
Act. 

Mr. Austin. From a logical standpoint it does seem to fit together 
that Congress should have placed a 50-percent duty on corduroy and 
then allowed the importer to make it up into a garment, into a shirt, 
and bring it in at a 20-percent duty. 

Mr. E. Martin. Congress did not enact that 20-percent duty; did 
it, sir? 

Mr. Austin. No; but it is at a different rate. Congress enacted 
3714-percent duty, but under GATT it has been negotiated down to 
20 percent. 

Mr. E. Martrn. I was just trying to get at whether you really 
meant that the Treasury ruling was arbitrary, as you say on page 
3, or whether you meant that the resulting situation was an arbitrary 
conclusion. 

Mr. Austtn. I think the resulting situation is inequitable. 

Mr. Harrison. But in litigation you are confronted with stare 
decisis. 

Mr. Austin. Yes, sir. 

Mr. Harrison. Let me ask you this question, Mr. Austin: It has 
been published that the Government is ye tmp. with the Japanese 
for a voluntary quota on cotton textiles. Now, if a satisfactory quota 
is established by Japan, would that solve your problem? 

Mr. Austin. No, sir, a quota would not solve the problem because 
of the disparity in price. With a quota, if you havea small percentage 
of goods and garments offered in the American market at a very low 
price, it operates to depress the price of the whole market, even thougli 
from a quota standpoint, you would say that it would not have the‘ 
effect, but practically it does have that effect. Every time one of our 
salesmen goes into a garment manufacturer’s office and says, “We are 
offering our goods at so-and-so,” and he says, “I can buy Japanese 
goods at a lesser figure,” even though the Japanese goods would not be 
sufficient to supply the whole market of every garment manufacturer in 
the market, that is an argument that operates to depress the whole 


market. So, a quota, to answer your question specifically, would not 
give us the relief we need. 

Mr. Harrison. Thank you very much for your appearance and the 
information you have given the committee. 

Mr. Austin. Thank you, Mr. Chairman and gentlemen of the 
committee. 
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STATEMENT OF J. W. GEHRKIN, PRESIDENT OF R. E. SCHANZER, 
INC., NEW ORLEANS, LA. 


Mr. Harrison. The next witness is Mr. J. W. Gehrkin, president of 
R. E. Schanzer, Inc., of New Orleans. 

Do you have a statement, Mr Gehrkin ? 

Mr. GeurKIN. Yes, sir. 

Mr. Harrison. You may proceed. 

Mr. Genrxry. Mr. Chairman and gentlemen of the committee, my 
name is J. W. Gehrkin. I am president of R. E. Schanzer, Inc., of 
New Orleans, La, which company is 1 of 3 domestic processors of 
chicory. My purpose today is to outline the serious problem facing 
the chicory industry as a result of increased competition from imported 
roasted chicory which has followed concessions in import duties on 
both roasted and crude chicory granted under the trade agreement 
program, and to outline for the committee’s consideration a proposal 
for at least a partial solution to this problem. 

For those of you who may not know what chicory is, I will state 
that roasted chicory is used almost entirely as a supplement to coffee. 
It is made by drying green chicory root and then roasting and grinding 
the dried root. When I refer to crude chicory I mean the dried root 
before it is ground and roasted. The final product is referred to 
variously as processed, ground, or roasted chicory. 

Roasted chicory has always been very popular in the Southern 
States, particularly in the New Orleans area, and is increasing in 
popularity in other areas of the United States. It is sold principally 
in bulk form to coffee roasters who blend it with coffee. About 5 
percent of the total consumption of roasted chicory is sold in pack- 
aged form directly to consumers. 

The chicory industry in the United States has always been a very 
small one, but prior to World War II it was a reasonably profitable 
one. It consisted of a number of farmers in the “thumb” area and 
Saginaw Valley of Michigan who grew and harvested, under contract 
with processors, between three and four thousand acres of green root. 
There were three roasting plants and a number of dry kilns in the 
growing area where the green root was dried. 

Today the industry consists of two roasting plants, operating on a 
part-time basis—the E. B. Muller Co. plant in Port Huron, and my 
company’s plant in New Orleans—and a small packaging operation 
carried on by Heinr. Franck & Sons in Port Huron. The growing of 
— chicory has been abandoned and the dry kilns have been closed 
aown.,. 

So much for the industry itself. The Tariff Act of 1930 established 
a duty of 4 cents per pound for roasted chicory and 2 cents per pound 
for crude. Through concessions granted under the trade agreement 
program, the duty on roasted has been reduced to 21% cents and the 
duty on crude to 1 cent per pound. The effect of these concessions on 
the domestic industry are fully set forth in a report of the Tariff Com- 
mission issued September 7, 1954. 

Such report is available to this committee, and I will merely call 
attention to a few of the most important findings made by the Com- 
mission. These are: 
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1. Domestic shipments of processed chicory during prewar years 
averaged about 12.5 million pounds annually. 

These shipments declined to an average of 7 million pounds an- 
nually during the 6-year period immediately following the concessions. 
Domestic shipments since the Commission’s report have been at a rate 
of less than 6 million pounds annually, or less than half the prewar 
level. 

2. Imports increased from a preconcession high of 150,00 pounds 
per year to an average annual rate of nearly 514 million pounds during 
the 3-year period immediately prior to the report.  ~ during 
1954 and 1955 averaged nearly 10 million pounds annually, and dur- 
ing the first 7 months of this year more than 8 million pounds were 
imported. 

3. Prior to the war practically all of the crude chicory used by do- 
mestic processors was produced in the United States. Following the 
concessions and prior to the Commission’s report, domestic production 
of crude chicory averaged only about a sixth as much as in prewar 
years. Nocrude chicory has been produced in the United States dur- 
ing the past 2 years. 

I commend to the attention of the committee the full report of the 
Commission as an excellent analysis of what can happen to a small 
domestic industry when import duties are reduced to a point where 
they afford no protection to domestic producers against lower costs 
abroad. The Commission’s investigation was limited to the effect 
of the concession on processed chicory and it concluded that an in- 
crease in the import duty on processed chicory would not “appreciably” 
benefit the domestic industry “so long as the present customs treatment 
of imports of crude chicory is continued.” The Commission accord- 
ingly made no recommendation for any change in the duty on processed 
chicory. 

In my opinion, the Commission’s conclusion was absolutely correct. 
While the domestic roasters would unquestionably benefit from an 
increase in such duty, they would still have to use imported crude, in 
lieu of domestically grown roots, in order to compete with importers 
of processed chicory. Green chicory roots cannot be grown in the 
United States at anywhere near the prices at which they are grown 
abroad. The Tariff Commission itself found that in 1953 the price 
paid to farmers in the United States was $20 per short ton, as compared 
with $9.98 in Belgium. I know of my own personal knowledge that 
you cannot get a farmer in the United States to grow chicory today 
for less than $22 per ton. I also know that if I paid $22 per ton for 
green root in Michigan, my cost for the dried roots delivered in New 
Orleans would be between $160 and $165 per ton. It should be noted 
that due to shrinkage, it takes 4 tons of green roots to make 1 ton of 
dried roots. 

The present price for dried chicory in France, Belgium, and the 
Netherlands ranges from $70 to $75 per metric ton. When shipping 
costs and the import duty are added, and metric tons are converted 
to short tons, my cost for imported dried chicory, delivered to New 
Orleans, duty paid, ranges from $105 to $110 per ton—$60 per ton 
less than I would have to pay for domestically grown root. 

It is thus obvious that the import duty on crude chicory would have 
to be increased by 3 cents per pound ($60 per ton) to enable domestic 
growers to compete on a price basis with foreign growers. It is equally 
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obvious that even such an increase would not help domestic growers, 
since there is a market for domestic root only so long as the domestic 
roasters stay in business. I cannot compete on a price basis with 
importers of processed chicory when I use imported crude costing me 
$105 to $110 per ton. If the duty were increased and 1 had to pay 
$160 to $165 per ton I would be out of business and so would the other 
domestic processors. 

The inability of domestic roasters to compete with imported roasted 
chicory is due entirely to a higher labor and raw-material costs. The 
Tariff Commission found that wage rates in the United States are in 
the neighborhood of three times those in Belgium, France, and the 
Netherlands, the principal sources of imported chicory. 

The higher raw material costs are, at least in part, due to the present 
import duty on crude chicory. Let me illustrate. <A roaster in Bel- 
gium, France, or the Netherlands can purchase dried chicory in Poland 
at a much lower rate than it is available in Belgium, France, or the 
Netherlands. I am informed that Polish prices range from $45 to 
$50 per metric ton, compared to $70 to $75 in Belgium, France, and the 
Netherlands. 

Regulations in such countries permit chicory processors to import 
crude chicory from Poland or other Lron Curtain countries, subject 
to the requirement that the roasted chicory produced from such im- 
ported root be exported where domestic production of root meets 
local requirements. ‘Thus domestic producers in France, Belgium, 
and the Netherlands are fully protected against any competition from 
foreign root, and at the same time are enabled to use the cheaper 
Polish root to reduce their costs in producing roasted chicory for 
export to the United States. 

No such protection is provided for American processors by regu- 
lation in the United States. On the contrary, when I use the cheaper 
Polish root I am required to pay 100 percent penalty duty by reason 
of the fact that Polish root imported into the United States is dutiable 
at 2 cents per pound instead of the regular rate of 1 cent per pound. 
As a result, where the foreign processor pays $50 per metric ton for 
dried root in Poland, I must pay $94 per ton for the same root. In 
both cases, the roasted chicory produced from such root ends up in 
the American market. 

The effect of these foreign regulations is to enable foreign proc- 
essors to circumvent the specific provisions of our customs laws and 
regulations, by exporting to the United States the product of Polish 
root at the preferred rate of duty, while I, as an American processor, 
must pay the penalty duty applicable to Iron Curtain countries. 

Moreover, my shipping costs are greater than those of the for- 
eign processor since I must import 25 percent more than the foreign 
processor in order to get the same quantity of roasted chicory into the 
United States. This is due to a 25-percent shrinkage in the roasting 
process. With my processing labor costs three times as high as those 
of the foreign processor, it is quickly apparent that I am in a very 
poor competitive position, to put it mildly. This situation results 
in & present price for imported roasted chicory of 934, cents per pound 
as compared with my price of 121% cents per pound. 

I would like to make this point completely clear. Even using im- 
ported dried chicory, I must sell my product at a price of 234 cents 
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per pound higher than the price charged for imported roasted chicory. 
An increase in the duty on processed chicory of 234 cents per pound 
would be necessary to enable me to be truly competitive using im- 
ported dried chicory. If I used domestic root, or if the import duty 
on crude was increased by 8 cents per pound to make the domestic 
growers competitive with foreign growers, my costs would go up an- 
other 3 cents per pound and the duty on processed chicory would have 
to be increased by about 6 cents per pound to enable me to compete. 

The Tariff Commission determined that an increase in the duty on 
processed chicory alone, without an increase in the duty on crude, 
would not materially benefit the industry. It is equally true that an 
increase in the duty on crude alone, without an increase in the duty 
on processed, would not benefit the industry. On the contraray, it 
would mean the end of the domestic industry. The obvious conclu- 
sion is that both rates of duty should be increased. 

Let us be realistic. An increase to 4 cents per pound in the present 
1 cent per pound duty on crude chicory and an increase to 814 cents 
per pound in the present 214 cents per pound duty on processed chicory, 
just isn’t in the cards. The only other possible way to save the entire 
chicory industry in the United Taker osition of import quotas— 
is just as unlikely. We might just as well face the facts. The growing 
of green chicory roots in the United States is a thing of the past. There 
is no practical way in which a market can be provided at prices which 
would enable Michigan farmers to grow chicory profitably. 

There is, however, a completely practical way to give the domestic 
roasters a slightly better chance of competing with importers. The 
import duty on crude chicory can be suspended. This would reduce 
the raw material costs of domestic roasters by at least the 1 cent per 
pound they must now pay as an import duty, and might well reduce 
such costs still more by enabling them to compete with akan roasters 
in the purchase of cheaper Polish root without being subject to the 
present 2 cents per pound duty on such root. Domestic roasters would 
still have higher shipping and labor costs, but the existing duty on 
processed chicory would partially offset these higher costs. 

Suspension of the duty on crude might well enable the domestic 
roasters to continue operations without any increase in the duty 
on processed chicory. It would not actually harm anyone, since the 
growers, for whose protection the duty was originally established, 
have not grown chicory for the past 2 years. Moreover, there appears 
to be little interest on the part of Michigan farmers since they have 
failed to request any relief. The same acreage as was previously 
devoted to growing chicory is now used for growing sugar beets and 
other crops on which the farmers can make more money than they 
could growing chicory. 

The present duty on crude chicory provides no protection to domes- 
tic growers. It serves no useful purpose whatever, but does seriously 
handicap domestic roasters by increasing their raw material costs. 

For the reasons which I have outlined, I urge the committee to 
recommend to the Ways and Means Committee that it sponsor the 
necessary legislation to suspend the import duty on crude chicory 
at the earliest possible date. The need for this action illustrates the 
urgent need for some method of removing or suspending duties on 
products which are no longer produced in the United States without 
specific congressional action in each instance. It is generally recog- 
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nized that the sole purpose of import duties is to protect domestic 
producers. Where there is no longer any domestic production of a 
particular product, the need for an import duty no longer exists. 

At the moment there is no way in which the duties on such prod- 
ucts can be eliminated except by act of Congress. It would seem that 
the logical way to handle this problem would be for Congress to enact 
ceneral legislation under which the President could proclaim the sus- 
pension of the duty on a product whenever the Tariff Commission, 
after investigation and a public hearing, finds that the product is no 
longer being produced in the United States and that there is no likeli- 
hood of its being produced within a reasonably foreseeable future 
period of time. 

For the assistance of the committee, my attorney is drafting sug- 
gested bills designed to accomplish these objectives. These drafts, 
together with detailed statements of the reasons supporting them will 
be filed with the committee before October 15. 

I respectfully ask that the committee give careful consideration 
to these proposed bills, or to such other form of legislation as it may 
deem necessary to accomplish the objectives which I have outlined. 

Mr. Harrison. Mr. Martin. 

Mr. E. Martin. Mr. Gehrkin, as I understand your statement, the 
Tariff Commission reported 2 years ago that there had not been any 
production of crude chicory in the United States for a period of 2 
years before that. 

Mr. Geurxrn. No, sir. My understanding is that the last crude 
chicory produced in the United States was in 1954. There was a 
small crop produced at that time. 

Mr. E. Martin. On page 2 of your statement where you purport 
to quote from the Tariff Commission report in paragraph 3, you state: 

No crude chicory has been produced in the United States during the past 
2 years, 

That is from the report dated September 1954. 

Mr. Geurkin. I can probably clarify that in that the crop year 
begins in May or June and the crop is harvested in October. So, 
the last crop harvested in the United States was harvested in October 
or November 1954. There was no crop planted in 1955 or 1956. 

Mr. E. Martry. You are clear that there has not been any produc- 
tion of erude chicory in the United States for 2 years? 

Mr. Genrxkin. Yes, sir; that is correct. 

Mr. E. Martin. There is a loss of 25 percent in changing the dried 
chicory into the roasted and ground chicory? The dried chicory is 
the commercial form of crude chicory ? 

Mr. GeHrkKIn. Yes, sir. 

Mr. E. Martin. There is a loss of 25 percent in changing that into 
roasted and ground chicory for consumption ¢ 

Mr. Genrkin. Yes, sir; that is correct. 

Mr. E. Martin. So that as compared to your competitors, the 
chicory roasters in France and the Benelux countries, you have to 
pay on crude chicory approximately 214 cents per pound? 

Mr. Geurxin. That is correct. 

Mr. E. Marri. That is taking into consideration allowance for 
shrinkage. 

Mr. Genrxin. When we take into consideration the shrinkage we 
pay 21% cents on it. 
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Mr. E. Martin. Which is just the 214 cents that your foreign com- 
petitors pay on the finished, roasted, and ground product? 

Mr. Genr«In. Yes, sir. 

Mr. E. Martrn. So that as far as supplies of raw materials from 
the Iron Curtain countries are concerned, you do not have any 
protection at present; do you? 

Mr. Genrxin. Absolutely none. 

Mr. E. Marrtrn. Is labor in the United States in roasting and grind- 
ing chicory any more productive than labor in France or the Benelux 
countries? 

Mr. Genrxrn. I do not know that I am thoroughly qualified to 
answer that, but I could say this, that the chicory industry in Belgium 
and France is a much more substantial industry than it is in the 
United States, and I would assume by reason of the larger equipment 
perhaps that their cost would be substantially lower than ours, 

Mr. E. Marrtn. Do you have any better machinery than they have? 

Mr. Genrxin. Our equipment, almost 100 percent, is imported from 
Europe to operate our chicory plant because we have a very limited 
industry, and there is no one in this country that produces equipment 
to service the industry. 

Mr. Harrison. Mr. Morrison. 

Mr. Morrison. I have no questions. 

Mr. Harrison. We thank you very much for your appearance before 
the committee, Mr. Gehrkin. 

Mr. Genr«in. Thank you, sir. 

Mr. Harrison. I understand that you will file some additional 
material. 

Mr. Genrxin. That is correct; yes, sir. 

(The additional material referred to follows :) 

OctosBer 5, 1956. 


SUBCOMMITTEE ON CUSTOMS, TARIFFS, AND RECIPROCAL TRADE AGREEMENTS, 
COMMITTEE ON WAYS AND MEANS, 


House of Representatives, Washington, D. C. 


GENTLEMEN: Supplementing the statement made before you on September 24, 
1956, by Mr. J. W. Gehrkin, on behalf of R. E. Schanzer, Inc., requesting the 
enactment of such legislation as might be necessary to suspend the import duty 
on crude chicory, there is attached hereto, marked “Exhibit A,” a suggested draft 
of a bill designed to place crude chicory on the free list. The following is a 
statement of the purposes, need, and effect of this proposed legislation: 


PURPOSE OF LEGISLATION 


Paragraph 776 of title I of the Tariff Act of 1930 provides for an import duty 
of 2 cents per pound con crude chicory. This rate of duty was reduced to 1 cent 
per pound by meaus of concessions granted under the trade-agreement program. 
The proposed bill would remove crude chicory from the dutiable list and place 
it on the free list. 


NEED FOR LEGISLATION 


The need for an import duty on crude chicory no longer exists since production 
of crude chicory in the United States was discontinued in 1954. None has been 
produced during the past 2 years and there is no reason to believe that any will 
be grown domestically during a reasonably foreseeable future period of time. 
The present duty affords no protection to anyone and the small amount of 
revenue ($42,960 in 1955) derived from this source does not justify its continu- 
ance, particularly in view of the fact that it seriously handicaps an existing 
domestic industry. Domestic chicory processors, who are now entirely dependent 
upon foreign sources for their supplies of crude chicory, have already lost to 
importers more than 60 percent of the domestic market for roasted chicory, due 
to higher raw material and labor costs. Those higher raw-material costs are 
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caused almost entirely by the import duty on crude chicory which domestic 
processors must pay. Domestic processors currently must charge 2% to 3 cents 
per pound more for their roasted chicory than the price at which imported roasted 
chicory in unlimited quantities is freely available on the domestic market. The 
continued existence of the domestic industry is dependent upon a reduction in 
this price differential, which can be accomplished only by a reduction in domestic 
costs or an increase in the price of imports. 

Since the United States has no control over the price of imports, except by 
increasing the duty on roasted chicory, the simplest and most logical method of 
reducing the price differential is to reduce the raw-material costs of domestic 
roasters by eliminating the import duty on crude chicory. While this would be 
only a partial solution of the problem facing the domestic industry, it would put 
the domestic roasters on a slightly better competitive basis and give them a 
fighting chance for survival. 

The legislation is also needed to correct a situation in which domestic pro- 
ducers are required to pay a higher rate of duty for raw materials which they 
import than the importers competing with them in the sale of the finished 
product are required to pay for the finished product. This results from the 
application of concessions under the trade-agreement program in the rates of 
duty on crude and processed chicory. 

The original rates of duty under the Tariff Act of 1930 were 4 cents per pound 
for processed and 2 cents per pound for crude. These rates have been reduced 
to 244 cents and 1 cent, respectively. In certain instances, however, the domestic 
roaster must pay 2.6 cents per pound duty on crude, as compared with 24% cents 
per pound paid by the importer for processed chicory. These instances arise in 
connection with crude chicory imported from Poland, which is one of the princi- 
pal sources of supply. Since Poland does not qualify for the preferred rate, the 
domestic roaster importing Polish chicory must pay 2 cents per pound duty. On 
a processed basis this amounts to 2.6 cents per pound in view of the fact that 
there is a 25-percent shrinkage in the roasting process. 


EFFECT OF LEGISLATION 
On domestic growers 

The elimination of the import duty on crude chicory would not affect domestic 
growers since there are none. Green chicory root (referred to as crude chicory 
when dried and cut) has not been grown in the United States during the past 
2 years. Prior to such time and since World War II little or no interest has been 
shown by domestic farmers in the growing of green chicory. The growing area 
in the United States is limited to the Saginaw Valley and Thumb area in 
Michigan, and since the war domestic roasters have found it increasingly difficult 
to persuade farmers in such area to grow chicory. The average number of 
acres of chicory harvested during the period from 1948 through 1954 was less 
than 800 acres per year. This was due, at least in part, to the fact that the 
farmers found other crops to be more profitable. 

The possibility that the growing of chicory in this country will be resumed is 
extremely remote, due to the fact that unlimited supplies of green chicory are 
available abroad at prices much lower than the prices which must be paid to 
domestic growers to interest them in growing. At the present time domestic 
growers refuse to consider growing chicory for less than $22 per ton. At such 
a price, the cost to a roaster in New Orleans for dried roots delivered in New 
Orleans would be from $160 to $165 per ton. It should be noted that, due to 
shrinkage, it takes 4 tons of green roots to make 1 ton of dried roots. 

The present price for dried chicory in France, Belgium, and the Netherlands 
ranges from $70 to $75 per metric ton. When shipping costs and the import 
duty of 1 cent per pound are added, and metric tons are converted to short tons, 
the cost delivered in New Orleans, duty paid, would range from $105 to $110 
per ton—$60 per ton less than the cost of domestically grown root. 

It is apparent that with such a price differential the import duty is ineffective 
to protect domestic growers, and the domestic growing of chicory is no longer 
feasible. The same acreage as was previously devoted to growing chicory is 
now used for growing sugar beets and other crops on which the farmers can make 
more money than they could growing chicory. Accordingly, the former growers 
of chicory would-not be harmed by the elimination of an import duty which 
affords them no protection whatsoever. 


On domestic chicory roasters 


The elimination of the import duty on crude chicory would materially benefit 
domestic chicory roasters. The sole source of supply of crude chicory is through 
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imports, with the result that they must pay an import duty on every pound of 
crude chicory used by them. As heretofore noted, they are rapidly losing the 
domestic market for roasted chicory to importers because of the ability of im- 
porters to sell for 2144 to 3 cents per pound less than the prices which domestic 
roasters must charge. 

Prior to World War II imports supplied less than 1 percent of the domestic 
market. They now supply more than 60 percent. The following tabulation of 
imports of processed chicory since the war illustrates the rate at which importers 
are taking over the domestic market: 


Period: Imports} (pounds) 
1046-80 (OPOTEQS ) accsnincie cece wnenimmaninlinamiiinninntet 1, 263, 873 
IIIA ciccnciscsinisn wicket aise tac catalan 4, 431, 613 
Si ics ixiincsssensesccrnsascitpineiaii iain tial aaieli ainda 5, 090, 668 
WON iis sciens niinsicvernsitnisaiinisnciltbictinat itt ehingltinntidiiptiiabnain 6, 510, 234 
DO is tence alias ese hy Giles ide ptenalcniiia nati aminieaeae 9, 589, 745 
I vsinias atnnnitiinnnrtttlbieininageapimnahialiamad trellintniniiemmtineaniamitels 10, 355, 058 
1956 (projected on basis of 6 months) ------------------------- 14, 096, 382 


1 From official statistics of the U. S. Department of Commerce. 


Domestic production has declined from an average of about 12.5 million pounds 
annually prior to the war to a rate of less than 6 million pounds per year. This 
situation has put the domestic roasters in an extremely precarious position and 
unless the present competitive advantage enjoyed by importers is reduced, the 
decline in domestic production will continue to the point where it is economically 
impossible for the domestic roasters to continue operations. 

Elimination of the import duty on crude chicory would reduce the domestic 
roaster’s costs for his raw materials by a minimum of 1 cent per pound, thus 
cutting the price differential to 144 to 2 cents per pound. Moreover, the price 
differential could probably be further reduced by reason of the fact that domestic 
roasters would be able to compete with foreign roasters for Polish root. Crude 
chicory can be purchased in Poland at a much lower price than it is available in 
Belgium, France, or the Netherlands, where most of the foreign processors are 
located. 

The present price for Polish chicory ranges from $45 to $50 per metric ton, 
compared with the $70 to $75 price in Belgium, France, and the Netherlands. 
Foreign processors now buy the cheaper Polish root, process it in their own 
countries, and reship it to the United States, paying only tne duty on the finished 
product. An American processor cannot take advantage of the cheaper Polish 
crude since he must pay a duty of $44 per metric ton for such root, as compared 
with a duty of $22 per metric ton for root grown in Belgium, France, or the 
Netherlands. If the duty were eliminated, he could compete on an equal basis 
with foreign processors in purchasing Polish root, and thus cut his costs by more 
than 1 cent per pound. As a consequence, the price differential between imported 
and domestic roasted chicory would be further reduced, and the domestic roaster 
would be better able to compete. He would still have to contend with higher 
labor costs (estimated by the Tariff Commission as three times as high as those 
of his foreign competitors), and higher shipping costs (resulting from a 25- 
percent shrinkage in the roasting process necessitating the importation of 25 
percent more tonnage in order to obtain the same quantity of roasted chicory as 
imported by his foreign competitors). However, these higher costs are partially 
offset by the existing import duty on processed chicory. 

Parenthetically, it should be noted that the foreign processors with whom 
domestic roasters must compete without adequate tariff protection are fully 
protected in their own countries from any foreign competition. This is accom- 
plished in Belgium by regulations which require that all roasted chicory obtained 
from imported roots be reexported in case domestic production meets local re- 
quirements. While these regulations were designed to protect Belgian chicory- 
root growers, the net effect is to give the processors of Belgian root a virtual 
monopoly of the Belgian market for processed chicory. Attached hereto and 
marked “Exhibit B” is a copy of a letter dated September 17, 1956, from the 
agricultural attaché at the American Embassy in Brussels, Belgium, confirming 
the existence of these regulations. It is believed that similar regulations, making 
it virtually impossible to import chicory for consumption on the home market 
in France, passed on March 24, 1936, effective May 8, 1936, are still in effect. 
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On consumers 

Elimination of the import duty on crude chicory will benefit domestic con- 
sumers of roasted chicory. While there is, of course, no absolute assurance 
that domestic chicory processors will pass along to consumers the entire decrease 
in their costs which would result from elimination of the duty, there can be no 
question but that they will be forced to reduce their prices materially in order 
to retain even their present share of the domestic market. Moreover, it is not 
unlikely that importers may further reduce their prices in an effort to keep 
the present spread between their prices and those of domestic roasters. In 
either event, domestic consumers will benefit. Under no circumstances could 
they be harmed. 

ALTERNATIVE FORMS OF LEGISLATION 


In the event the subcommittee for any reason is concerned over possible 
changes in circumstances which may enable domestic farmers to resume the 
growing of green chicory root, the legislation may be made effective only for a 
specific period of time. In this way the Congress can reconsider the matter 
at the end of such period of time and extend the period only if circumstances 
warrant. 

This could be accomplished either : 

(a) By amending section 3 of the proposed bill (exhibit A) to read as follows: 

“Sec. 3. The amendments made by this Act shall apply with respect to articles 
entered, or withdrawn from warehouse, for consumption during the three-year 
period beginning on the day following the date of the enactment of this Act.” 


and by amending the title to read : “To suspend for three years the import duty on 
crude chicory.” 

(b) Or by enacting a bill simply suspending the duty for a three-year period. 
A suggested form of such a bill is attached hereto, marked “Dxhibit C”. The 
form of this bill is identical to H. R. 8228, enacted by the 84th Congress as 
Law No. 724. 

In the event the subcommittee considers it desirable to enact general legis- 
lation providing a method of removing or suspending duties on products which 
are no longer produced in the United States, without specific congressional 
action in each instance, there is attached hereto a suggested draft of such a 
bill, marked “Exhibit D.” This suggested bill follows generally the escape- 
clause procedure contained in the Trade Agreements Extension Act of 1951, 
as amended, and authorizes the President co suspend the import duty on an 
article upon a finding by the Tariff Commission, after investigation and public 
hearing, that neither the article nor any directly competitive article has been 
produced in commercial quantities in the United States, but has been imported 
in commercial quantities during a 2-year period, and that there is no reason- 
able likelihood that the article or any directly competitive article will be pro- 
duced in the United States in quantities adequate to supply a substantial pro- 
portion of the domestic market within a reasonably foreseeable future period 
of time. Any such suspension could be terminated at any time by the President 
upon receipt from the Commission of a report showing that the quantity of 
the article or any directly competitive article being produced in the United 
States has increased to a point where it is supplying a substantial proportion 
of the domestic market. 

It is generally recognized that the primary purpose of import duties is to 
protect domestic producers. Where there is no longer any domestic production 
of a particular product, the need for an import duty no longer exists. At the 
moment there is no way in which the duties on such products can be eliminated 
except by act of Congress. 

During the last session of Congress 13 separate bills were passed for the pur- 
pose of suspending the import duties on particular articles, placing particular 
articles on the free list, or extending the period of suspension of duties on par- 
ticular articles. These were Public Laws Nos. 66, 331, 462, 463, 509, 510, 513, 
566, 723, 724, 725, 1001, and 1012. In addition six other similar bills (H. R. Nos. 
3653, 4579, 6299, 7205, 10957, and 11035) were considered by the Ways and 
Means Committee. 

It would seem that a considerable amount of Congress’ time could be saved 
by the enactment of general legislation of the type referred to above. 
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The subcommittee’s attention is called to the fact that the plight of the 
domestic chicory-processing industry is critical and that the continued existence 
of the industry depends upon an early removal of the import duty on crude 
chicory. If the industry had to await passage of a general bill of the type sug- 
gested above, then apply to the Tariff Commission for an investigation and then 
await the action of the Commission and the President, there would be no indus- 
try left. Accordingly, the subcommittee is urged to recommend enactment of 
a separate bill suspending the duty on crude chicory for at least 2 or 3 years, 
regardless of the action taken on the proposed general bill. 

Respectfully submitted. 

RicHarD A. TILDEN, 
Attorney at law, New York, N.Y. 
(On behalf of R. E. Schanzer, Inc., New Orleans, La.) 


ExHisit A 
A BILL To amend the Tariff Act of 1930 as it relates to crude chicory. 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That paragraph 776 of title I of the Tariff 
Act of 1930 be amended by substituting “endive” for “chicory” and “acorns, 
chicory, and dandelion roots”, for “any of the foregoing”, 

Sec. 2. That title II of the Tariff Act of 1930 be amended by adding at the 
end thereof a new paragraph as follows: “Par. 1821. Chicory, crude (except 
endive).” 

Sec. 3. The amendments made by this Act shall apply with respect to articles 
entered, or withdrawn from warehouse, for consumption beginning the day fol- 
lowing the date of the enactment of this Act. 


ExuHIsit B 


UNITED STATES DEPARTMENT OF AGRICULTURE, 
FOREIGN AGRICULTURAL SERVICE, 
OFFICE OF AGRICULTURAL ATTACHE, 
September 17, 1956. 
Mr. J. W. GEHRKIN, 
R. E. Schanzer, Inc., 
New Orleans, La. 


Dear Mr. GEHRXIN: Reference is made to your letter dated September 4, 
1956, concerning r*gulations governing importation and exportation of coffee 
chicory to and from BLEU countries. 

Based on a conversation with Mr. Blondieau, director of the Belgian Licensing 
Office, it appears that 

(1) As far as imports are concerned, chicory roots (cossets) are permitted in 
Belgium for processing only. Ground and roast chicory obtained from these 
cossets is subject to be reexported in case domestic production meets local re- 
quirements. It appears that such measures have been taken to protect Belgian 
chicory-root growers. 

(2) As far as exports are concerned, Mr. Blondieau stated that no restrictions 
are in effect at the present time. 

It is understood, however, that these regulations are subject to change and 
are revised each year in accordance with marketing conditions prevailing in 
Belgium. 

If you need additional information in the future, please do not hesitate to 
call on us. 

Very truly yours, 
Dr. JoHN I. Kross, 
Agricultural Attaché. 





ExHIsiITt C 
A BILL To suspend for three years the duty on crude chicory. 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That effective with respect to articles entered, 
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or withdrawn from warehouse, for consumption during the three-year period 
beginning the day following the date of the enactment of this Act, no duty shall 
be imposed upon crude chicory (except endive). 





ExHIsIT D 
A BILL To amend the Tariff Act of 1930 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Tariff Act of 1930 is amended by 
adding at the end of title III, part III the following new section: 


“Section 351. Temporary Suspension of Duties 


(a) Upon the request of the President upon resolution of either House of 
Congress, upon resolution of either the Committee on Finance of the Senate 
or the Committee on Ways and Means of the House of Representatives, upon 
its own motion, or upon application of any interested party, the Tariff Commis- 
sion shall promptly make an investigation to determine the quantities of any 
article upon which an import duty is imposed by title I of this Act which were 
produced in the United States and imported from foreign nations during the 
two-year period immediately preceding such investigation, the quantities of 
any directly competitive article which were produced in the United States during 
such period, and the likelihood of any material increase in the domestic produc- 
tion of the article or any directly competitive article. 

“In the course of any such investigation, the Tariff Commission shall hold 
hearings giving reasonable public notice thereof and shall afford reasonable 
opportunity for interested parties to be present, to produce evidence, and to 
be heard at such hearings 

“Should the Tariff Commission find, as the result of its investigation and 
hearings that an article upon which an import duty is imposed by title I of this 
Act has not been produced in commercial quantities in the United States, but 
has been imported in commercial quantities during the two-year period imme- 
diately preceding such investigation, that no directly competitive article has 
been produced in commercial quantities in the United States during such period, 
and that there is no reasonable likelihood that the article or any directly com- 
petitive article will be produced in the United States in qnantities adequate 
to supply a substantial proportion of the domestic market within a reasonably 
foreseeable future period of time, it shall recommend to the President the sus- 
pension of the import duty imposed on the article by title I of this Act. 

“The Tariff Commission shall immediately make public its findings and recom- 
mendations to the President, including any dissenting or separate findings and 
recommendations, and shall cause a summary thereof to be published in the 
Federal Register. 

“In arriving at a determination in the forgoing procedure the Tariff Commis- 
sion, without excluding other factors, shall take into consideration the domestic 
market for the article and all directly competitive articles, the proportions of the 
domestic market supplied by domestic producers and by foreign producers during 
a representative period and the ability of domestic producers to compete on a 
quality and price basis with foreign producers. 

“(b) Upon receipt of the Tariff Commission’s report of its investigation and 
hearings, the President may proclaim the suspension of the import duty on 
the article. If he does not take such action within sixty days he shall imme- 
diately submit a report to the Committee on Ways and Means of the House of 
Representatives and to the Committee on Finance of the Senate stating why 
he has not suspended such duties. 

“(e) In the event the President proclaims any suspension of the duty on any 
article pursuant to this section, the Tariff Commission shall make a report to 
the President at least once each year thereafter on the quantity of the article 
and any directly competitive articles produced in the United States during 
the period following the suspension. If such report shows that the quantity 
of the article or of any directly competitive article being produced in the United 
States has increased to a point where it is supplying a substantial proportion 
of the domestic market; the President may terminate the proclamation sus- 
pending the duty on the article.” 
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Mr. Harrison. Our final witness for the day is Mr. James J. Mul- 
len, Jr., president of the Moloney Electric Co. 

In connection with Mr. Mullen’s testimony, the committee has a 
letter from our colleague, Congressman Frank M. Karsten, of Mis- 
souri, in which he says that he understands Mr. Mullen is scheduled 
to appear before the subcommittee and be accompanied by Mr. Russell 
H. Doerner. 

Is Mr. Doerner here? 

Mr. Muten. Yes, sir; he is here, Mr. Chairman. 

Mr. Harrtson. Mr. Doerner, you can come up and sit with Mr. 
Mullen if you desire. 

Mr. Doerner. Thank you, sir. 

Mr. Harrison. Mr. Karsten tells us that he knows both Mr. Mullen 
and Mr. Doerner and has known them for many years, and that Mr. 
Doerner is one of the outstanding lawyers in St. Louis, and was asso- 
ciated with Mr. Karsten’s predecessor, the late William L. Igoe, who 
met his death a few years ago. Mr. Karsten had hoped to be in 
Washington for your appearance before the committee, but, unfor- 
tunately, he could not be here. We are sorry to keep you waiting so 
long, but we will give you from now on for the balance of the evening 
to present your statement. 


STATEMENT OF JAMES J. MULLEN, JR., PRESIDENT, MOLONEY 
ELECTRIC C0O.; ACCOMPANIED BY RUSSELL H. DOERNER, ST. 
LOUIS, MO. 


Mr. Mutten. My statement will be very short, Mr. Chairman, and 
it will only take about five minutes to present it. 


However, I would like permission to submit other material later, 
before October 15. 

Mr. Harrison. We will be very happy to have it. 

(The material referred to follows :) 
MOLONEY ELEcTrRIc Co., 
St. Louis, October 25, 1956. 
Re appearance of J. J. Mullen, Jr., before the Boggs subcommittee of the House 
Ways and Means Committee on September 10, 1956. 
Hon. Leo H. Irwin, 
Clerk, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 

Dear Mk. IRWIN: We are sending you, herewith, 35 copies of an additional 
brief, which was prepared on January 12, 1953, for the Under Secretary of the 
Army. 

I am sorry we are late in getting this additional information to you, and I 
hope it can be included with our previous testimony before the above committee. 

Respectfully yours, 
J. J. MULLEN, Jr., President. 


Igor, CARROLL & KEEFE, 
St. Louis, January 12, 1958. 

Re CIVENG—45-108-53-25, main transformers, Chief Joseph Dam, Brewster, 

Wash. 
Hon. RIDLEY WHITAKER, 

Special Assistant, Office of the Under Secretary, 

Department of the Army, 
The Pentagon, Washington, D. C. 


Dear MR. WHITAKER: Since our short conference of January 5, 1953, there has 
come to my attention a copy of the letter of the Assistant Secretary of the Army, 
Mr. Johnson, dated July 12, 1952, relative to the procurement of transformers 
for the Garrison Dam, in which it was stated: 
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“T would like to emphasize that while the factors here present are felt by me 
to require a decision to award this contract to Ferranti Electric, Inc., my deter- 
mination in this matter is not to be considered as establishing a precedent. Any 
future case reaching this office, which involves consideration of the Buy Ameri- 
can Act, will be decided, as was done in the present case, strictly upon its 
individual merits within the national policy and applicable laws and regulations.” 

Since the decision in the Garrison Dam contract is not to be considered as hav- 
ing established a precedent and the instant case is to be considered on its own 
merits, we Submit this memorandum for the purpose of briefly reviewing the 
factors mentioned in the Assistant Secretary’s letter as they apply to this procure- 
ment, and to demonstrate the factual differences which exist between the two 
cases. 


1. Unreasonable cost 


The first factor referred to in Mr. Johnson’s letter was that the purchase from 
the American source would be at an unreasonable cost to the Government. It 
was stated that since Ferranti’s bid was 19.3 percent less than that of Allis- 
Chalmers, a savings of $219,895 would result by the acceptance of the British bid; 
and that as the customs duties of $85,000 would offset the loss in taxes from the 
American manufacturer, and the additional cost of foreign inspection would be 
only $15,000, the net savings to the Government would be $204,895. 

In our case, the minimum costs under the bids as evaluated are, we understand, 
about $2,304,000 for English Electric and about $2,640,000 for Moloney Electric. 
The difference, then, is approximately $336,000, so that Moloney is 14.5 percent 
above English—or English is 12.7 percent below Moloney, as one cares to express 
it. My recollection is that you mentioned the amount of the customs duties 
as $140,000. If the additional cost of foreign inspection will be in the same ratio 
as in the Garrison Dam case, it would be about $25,000, so that the apparent im- 
mediate savings to the Government would be approximately $451,000. 

However, as Mr. Johnson recognized, the Government would lose the direct 
income taxes from Moloney. These have been estimated, at the present rates, and 
without any excess-profits taxes, at about $250,000. 

3ut those are only the direct taxes from Moloney. What should also be taken 
into account, which presumably was not done in the prior case, is the income 
taxes which the Government will collect from Moloney’s employees and from 
Moloney’s suppliers. As to the former, the manufacturing of these transformers 
will take about 336,000 production man-hours. Moloney’s average rate for its 
production workers is $2.08 per hour, so that the plant employees will be paid 
about $698,000. Thus, the individual employee would receive $4,325 for his year’s 
work. Assuming that the average employee was married and had 1 child, his 
tax would be about $331 or 16 cents per man-hour of work. Of the $698,000 paid 
production workers, then, approximately $53,760 would be paid by such employees 
to the Government in income taxes. In addition, income taxes would be paid by 
engineering, office, administrative, and executive personnel in an amount not 
estimated. 

As to the income taxes paid by Moloney’s suppliers, we know of no method 
by which they may be calculated, without some speculation and conjecture, 
although it must be conceded that some considerable amount will be paid. Tak- 
ing into account the pyramiding in taxes which occurs as the raw materials 
are passed through several hands to the ultimate manufacturer, various author- 
ities have estimated that income taxes comprise 25 percent or more of the final 
sales price of a manufactured article. If this be true, the component in the 
Moloney bid would be $660,000. In any event, when consideration is given to only 
the direct loss of income taxes from Moloney and its employees of about $304,000 
which would result from an award to English, the savings would not be the 
apparent figure of $451,000 but only $147,000. And if the income taxes of its sup- 
pliers are taken into account, an actual loss would result to the Government. 

Furthermore, this $147,000 is only an immediate savings, and would be more 
than offset over a period of years by the guaranteed greater efficiency of the 
Moloney transformers. The specifications as written by the Corps of Engineers 
required a minimum efficiency of 99.51 at 87 percent rated load on all windings, 
and offered a credit of $2,500 for each one-hundredth of a point better than the 
minimum which the bidder would guarantee. Moloney, in its bid, guaranteed 
an efficiency of 99.55, while English guaranteed only the bare minimum of 99.51. 
Using the approved formula of : 


2 output) 





Percent efficiency =— 


(input-+ losses ) 
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the greater efficiency of 9 Moloney transformers on the line will be 42 kilowatts 
per transformer, or 378 kilowatts. 

This savings may be calculated either as a gain in income, or as a savings in 
capital investment. If the former view is taken, the Bonneville Power Adminis- 
tration considers 1 kilowatt-hour-year at the substation to evaluate at $17.50. 
Thus the added 378 kilowatts would produce $6,615 more revenue per year, so 
that the entire apparent immediate savings of $147,000 would be regained in 
about 22 years, or about one-half of the life of an American transformer. 

If the additional revenue is considered as justifying a greater capital expendi- 
ture, then based on a return of only 214 percent the additional revenue of $6,615 
per year would justify an added capital expenditure of $293,997. 

One last factor which must be considered in connection with any calculation 
of cost is the loss which would result from a complete failure of a transformer, 
In the event of such an occurrence the ensuing loss of revenue would be astro- 
nomical, and the longer the delay in repairing the transformer (which must be 
done at the factory for a major overhaul) the greater the loss of revenue. Even 
if the risk of a war making it difficult or impossible to transport a transformer to 
Great Britain is disregarded (and such instances occurred during World War 
Il). It is obvious that the added distance would result in a longer delay in get- 
ting the transformer back on the line, and hence in a greater loss of revenue. 

Thus, when all of the elements are taken into consideration—income and other 
taxes, increased efficiency, greater operating revenue—we submit that the pur- 
chase of English transformers to effect an apparent savings would be illusory, 
and that the Government will actually realize a savings only by purchasing the 
Moloney transformers. 


2. Mutual security program 


The second factor mentioned by the Assistant Secretary in his letter was that 
the award to Ferranti would “tend to reduce the cost to the American taxpayer 
of the mutual security program.” We are doubtful whether such a result would 
necessarily follow for two reasons. First, by the Mutual Security Act the Con- 
gress appropriated, for the year 1952, $5,028 million for assistance to European 
countries and $1,022 million for assistance pursuant to the provisions of the 
Economic Cooperation Act of 9148. To say that the awarding of a contract to 
English will reduce the expenditure of these, or any appropriations, is at the best 
speculative. 

Secondly, the contention implies that the transfer of some unnamed number 
of dollars to Great Britain will restore her economic welfare, if that be true, then 
it is difficult to see how the American taxpayer will save, because the same num- 
ber of dollars will have to be paid to Great Britain, whether in direct grants by 
our Government, or in the form of profits on governmental purchases. In either 
case at least an equal number of dollars will have to be raised from the American 
taxpayer. 


3. Economic factors 


Other factors cited by the Assistant Secretary in support of his decision in the 
Garrison Dam case were economic in nature: 

A. That the award to Ferranti would supply needed dollars to Great Britain, 
to strengthen her economic position. With that purpose we are in entire sym- 
pathy, but we suggest that while purchases might be made of various kinds of 
readily expendable consumer or military goods to provide her with dollars, it is 
of doubtful wisdom to purchase from Great Britain such capital account, long 
lasting, strategically important articles, such as transformers. Particularly 
when, as in this case, they will be used in connection with the power pool for 
Hanford and other atomic plants, and there would be foreseeable risks in obtain- 
ing parts and effecting repairs in the event of major breakdowns. 

B. That of “the drain on domestic facilities and manpower and, to some extent, 
on domestic raw materials,” which supposedly would result from an award to an 
American company. As to that factor, no one can presently by absolutely certain, 
in view of the time element for delivery, what the economic condition of the 
United States will be when these transformers will be produced, or whether they 
would be a drain on our economy, or a boon to keep our plants operating. Sec- 
ondly, the principal material components of a transformer—copper and steel, and 
particularly the former—are items of international commerce, and hence as avail- 
able to us as to Great Britain. And lastly, it is as equally probable that the 
manufacture of the transformers in Great Britain would be as great a drain 
on her facilities, manpower, and raw materials, to the detriment of her obligation 
to rearm under the mutual security program, as they would be a drain on ours. 
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Cc. That “at present, foreign competition does not appear to represent a threat 
to domestic manufacturers of heavy power producing equipment.” 

This aspect of the problem deserves very careful consideration. It is true that 
the imports of transformers from foreign sources in the last 3 years was rela- 
tively small. But according to figures obtained from Mr. Joseph Barkemeier, 
Chief of the British Commonwealth Division of the Department of Commerce, 
such imports are rapidly increasing: 


Cr a en a han atc ceased octets ccc edsl nat analeit atic acietaieene alsin $42, 572 
FEED nc sic ccs tha ae chs cas a se as ed tos aban he cic cee acai eae eiaean 190, 812 
Jan wee Bete Te on i i Sh ent ene eae 363, 587 


Furthermore, because of the time lag between the contracting date and the 
delivery date, the awards which American manufacturers have recently been 
losing to foreign manufacturers will not appear in the import statistics until the 
next several years. 

As is stated in the accompanying article on foreign purchasing, written by Mr. 
John Y. Mulcahy, Assistant Chief of the Branch of Supply of the Bonneville 
Power Administration, foreign concerns have been particularly active in solicit- 
ing American business during the past year. Within 1952, in the classification 
of large power transformers, in addition to the loss of the Garrison Dam contract, 
the Department of the Interior made two awards to foreign sources, one to 
English Hlectric and one to American Elin (an Austrian company) ; the Alabama 
Cooperative Co. made one to a foreign bidder; and in December, the city of 
Seattle made a contract with English Electric. 

While the volume of business lost to foreign competition has not yet reached 
the point of being designated a threat, if the trend continues, the prospects for 
American manufacturers are anything but bright. Worldwide, the foreign manu- 
facturers dominate the market. According to the Accounts Relating to Trade 
and Navigation of the United Kingdom, published by the Central Statistical 
Office of the British Board of Trade, their exports of transformers have in- 
creased by almost 50 percent in the last 3 years: 


[Exports expressed pounds] 


104 iain eG eae ad aes eh ees 5, 999, 713 
NOs iad io eee eee ALE he eel eae cin 7, 309, 502 
LOG Ln cates aad se iis eka ch eee aetna bed ees 8, 610, 590 


Source: December 1951 issue, p. 219. 
For the first 11 months: 


cs an a aide ecg ee echidna meal 6, 661, 801 
cca ak ia ac ie at hcl sn tates Anca aia Bin Sains Mie 7, 960, 974 
DG scniisineetnionectitincaheneinad a th arc encase eee teeta enesscciitieiation sn 9, 575, 212 


Source: November 1952 issue, p. 218. 


The same publication states that heretofore the best customers of the British 
companies have been Australia and certain other members of the Common- 
wealth, followed by Russia. But at the rate contracts for transformers are being 
obtained in this country it will not be long before the United States will be her 
best customer. And these figures do not include contracts for generators and 
other heavy power producing equipment. 

The disadvantage at which American transformer companies must compete is 
in a large measure due to the differences in wage rates. Information supplied 
by the Secretary of the Department of Labor, Mr. Tobin, as prepared by the 
Division of Foreign Labor Conditions of the Bureau of Labor Statistics, is that 
the comparative average weekly hours and earnings in the electrical manufactur- 
ing industries in Great Britain and the United States, as of April 1952, were as 
follows: 








Great Britain United 
See ened States, 
j men 
Men All workers 
Average weekly earnings....................--.----.---------- $25. 85 $22. 55 | $77. 20 
Phe Ss ae $0. 54 $0. 48 | $1. 838 
Average hours worked per week... ..............--..--------- 48.2 46.8 42 


-—_—_ee-— 
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On November 9, 1952, a flat rate increase of $1.03 per week was granted in 
the British industry, but this would only increase the average hourly rate for 
men to 56 cents. 

When this labor rate of 56 cents per hour is compared to the American rate of 
$1.838, or the Moloney rate of $2.08, it is obvious why British transformer com- 
panies can underbid American transformer companies even in the United States. 
Thus if the same man-hours of labor are required to produce the English trans- 
formers as the Moloney transformers (and we believe we operate as efficiently 
as the British company), the relative labor costs would be: 





Moloney, $2.08 336,000 man-hours_____...._ =~. $698, 880 
Hnslish, $056<33G,000 miamheericsuc ce oss cs een ene 188, 160 
DONOR 6s <i sciiri ashehi ccetien Sh Bid ch ce anda 510, 720 


Such figures do much to explain why the Moloney bid exceeds that of the 
English bid by $336,000. 

As an ironical sidelight, the British publication contained a complaint at 
having lost certain orders in India to Japanese transformer companies, because 
of their cheaper labor rates and dumping tactics. 

The point made is that the award of the contract in this case to English will 
widen the breach that has already been made in the dam, and encourage foreign 
manufacturers to flood the American market with their transformers, to the 
detriment of our own national security program, our industry, and American 
labor. 

D. That “the United States industry has been operating generally at or near 
capacity level, with domestic producers of transformers having on hand an 
above normal backlog of unfilled orders.” That is quite true. And for the sake 
of national defense, increased revenue, and our own economic welfare, it is to 
be hoped that it continues. Further, judging by the rapid rise in exports of the 
English transformer industry, it may be concluded that the same happy situa- 
tion exists in Great Britain. 

E. In our opinion the greatest difference between the Garrison Dam case 
and ours is that in the former there was no factor of fostering the expansion 
of the American transformer industry, while that is the principal grounds upon 
which we urge the awarding of this contract to Moloney. In his letter Mr. 
Johnson noted that in the Garrison Dam case the consideration specified in the 
Foster directive were absent. There was no showing that Allis-Chalmers in- 
tended to expand its transformer manufacturing, in compliance with the pro- 
grams of the Defense Production Administration and the National Production 
Authority. 

The program of these agencies to encourage the expansion of the American 
transformer industry, so that our country will be self-sufficient in this vital 
field, coincides with the direction in the Foster directive that even though do- 
mestic and foreign bids are to be compared on a “common basis” : 

“Where one or more of the following factors exist, careful consideration 
should be exercised in determining the award: 
“A. Strategic considerations: 


* * a * a * 


“2. The articles, materials, supplies or their related United States 
production facilities are of such strategic importance that domestic 
self-sufficiency must be fostered.” 

Moloney has demonstrated its cooperation with the program of the DPA and 
NPA to achieve domestic self-sufficiency of transformer production facilities by 
agreeing to double its plant. The NPA regards transformers as of strategic im- 
portance, in view of the dependence of American industry, defense and civilian, 
upon the availability of electric power. 

The awarding of this contract for transformers to Moloney would, therefore, 
be consistent with both the program of the NPA and the consideration stated in 
the Foster directive. 

Other differences to be noted between the two cases are (1) the dissimilarity of 
the two companies—Allis-Chalmers is a manufacturer of a diversified line of 
heavy electrical equipment as well as farm machinery and other products, while 
Moloney manufacturers only one product—transformers; (2) the Garrison Dam 
is not part of a power pool for atomic-energy plants, while the Chief Joseph Dam 
will be; (3) the relative sizes of the power involved, 300,000 kilovolt-amperes in 
the case of Garrison, and 927,000 kilovolt-amperes for Chief Joseph; and (+) 
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the smaller percentage differential, 19.3 percent in the Garrison Dam case, and 
14.5 percent in ours. 

We are fully cognizant of the many factors which must be considered by the 
Assistant Secretary in reaching a decision, and of the difficult task of adjudging 
the relative weight to be given to each. But we earnestly urge that when the 
present case is considered “strictly upon its individual merits within the Na- 
tional policy and applicable laws and regulations,” these conclusions are ines- 
capable: 

1. That despite the apparent difference in the bids, a substantial savings 
will be effected by awarding the contract to Moloney, when all factors are 
taken into consideration. 

2. That it is more consistent with the public interest to purchase long- 
lasting, capital-account, and strategically important manufactured articles, 
such as transformers, from American industry. 

3. That in the interest of fostering domestic self-sufficiency of the pro- 
duction facilities for transformers as strategically important articles, the 
purchase should be made from Moloney, in accordance with the Foster 
directive. 

Very truly yours, 

RusseELL H. DOERNER, 
Counsel for Moloney Electric Co. 


Mr. Harrison. You may proceed, Mr. Mullen. 

Mr. Muutzen. Thank you, sir. My. name is James J. Mullen, Jr. 
[ am president of the Moloney Electric Co., with headquarters and 
manufacturing facilities in St. Louis, Mo. Our company is an exclu- 
sive manufacturer of power and distribution transformers for the 
electric light and power industry, and has so for the past 60 years. 

I am grateful for the opportunity to present this testimony, because 
I am concerned about the sharp increase in awards of power-trans- 
former business to foreign manufacturers for the various govern- 
mental power systems. During the past few years a high percentage 
of the power transformers for the governmental power systems have 
been purchased from foreign manufacturers, at prices substantially 
less than the costs for which such transformers could be manufactured 
in the United States. During this time we and others in the trans- 
former industry have had numerous discussions with the several gov- 
ernmental agencies about this situation, but have received no relief, 
nor have we found administrative procedures or statutory regulations 
which are of any help in connection with this problem. 

Your press release, which outlined the scope and purpose of the 
hearings of your subcommittee, was very clear in its explanation that 
questions of raising or lowering tariff rates are not involved in this 
hearing; however, I must refer, briefly, to several of the most impor- 
tant factors which I hope will point out the need for relief from 
foreign imports of power transformers, and thereby show the need 
for administrative procedures or statutory regulations which can pro- 
vide such relief if it is proved justifiable. 

I should like to mention here that transformers are essential and 
critical electrical equipment required in the transfer of electricity 
from the point of generation to the point of use. 

Until about 6 years ago, the foreign transformer manufacturers did 
not aggressively solicit business in this country, but were the dom- 
inating factor in the production of transformers in other parts of the 
world. However, since 1950 the foreign manufacturers have been 
submitting bids for the larger power transformers, primarily for the 
governmental power systems. ey have consistently submitted bids 
with a dollar price considerably aie the prices submitted by Amer- 


ican manufacturers, and, in many instances, substantially lower than 
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American labor and material costs. This has not been the result of 
greater efficiencies or better management in the foreign companies, 
but is due to several factors beyond our control, whick make it im- 

ossible for us to compete. Because we cannot compete, we are no 
onger willing to submit bids. The most important factor is the cost 
of labor, and labor is the largest item of cost in the price of large 
power transformers. Most of the labor in the construction of such 
equipment is highly skilled handwork, not production-line work, nor 
subject to mechanization or automation, nor is it fundamentally dif- 
ferent from production methods used in the foreign plants. How- 
ever, we pay an American wage rate of from 5 to 10 times that paid 
in the foreign transformer plants. The best engineering talent, the 
best production exports, and analyses of methods used by the foreign 
manufacturers have not shown us, nor our American competitors, 
how to overcome the cost differential brought about by this substan- 
tial wage differential. 

Governmental purchases are generally awarded to the lowest bid- 
der. Consequently, an increasingly high percentage of the large power 
transformers which have been bought for the various governmental 
power systems in the last few-years, have been, or are being built by 
the foreign transfer companies in foreign plants. As an example of 
this increase, the records indicate that only minor awards had been 
made to foreign manufacturers prior to 1952, but in 1955, and thus far 
in 1956, in almost every case the foreign manufacturers were awarded 
contracts for the power transformers on which they bid. 

Large power transformers are custom made, and perform a critical 
function in the transmission and distribution of electric power. Their 
design and construction require knowledge and experience which can 
be acquired only after considerable experience in the industry ; there- 
fore, the people in our industry are an extremely important factor in 
any discussion of this problem. The design engineers and the produc- 
tion workers must consider the production of transformers their 
careers. Only after several years’ experience can a graduate engineer 
begin to design the simplest type of equipment—the complicated 
power transformers are for the engineers with much longer experience. 
Coil winding requires a minimum of 5 years of training oak experi- 
ence. The other skills involved, such as core construction and welding, 
require similar training and experience. 

Those of us who understand these problems and critical nature of 
the equipment, feel that these productive skills, and the engineers with 
design knowledge and experience, are a real asset to our national 
security. If the electric power industry is a critical industry, then 
the transformer industry is critical also. It becomes exceedingly 
difficult to interest people in following a career unless they see oppor- 
tunities for the future. The trend of foreign purchases of trans- 
formers is not very encouraging to young engineers and production 
workers. 

We have, on several occasions, protested the awarding of power 
transformer business for various governmental power projects to for- 
eign companies, when we were the low American bidder. All of our 
protests were unsuccessful. On several occasions we have discussed 
our problems with engineers and management personnel who are re- 
sponsible for those projects. We have found that they prefer Amer- 
ican-built equipment, and we feel sure that they understand the many 
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objections to the purchase of foreign equipment. Such information 
and complete discussions of the entire problem have been referred, at 
various times, to the several governmental agencies involved, but, after 
several years of effort, we have not found any assurance that relief 
could be granted, if found justified, nor have we found administrative 
procedures available which would be of any help to us. 

Our experience, especially in our efforts to find a source of relief 
for our problems, has indicated to us that there must be other manu- 
factured items critical to our national security, for which foreign 
manufacturers are gradually assuming responsibilities. Therefore I 
urge that your subcommittee seriously consider the establishment of 
the necessary procedures for determining justifiable relief to American 
manufacturers of such equipment, and also provide a means for ap- 
plying such relief. A revision of tariff rates, in my opinion, is not 
the complete solution to our problem—some stronger measures must be 
adopted. It is our considered opinion that critical equipment, which 
is so essential to our national security, should not be imported for 
installation in our electric power systems. Our tariff and trade polli- 
cies should be designed, or at least supplemented, to permit recognition 
of the effect on American manufacturing capacities of the importation 
of critical equipment from lower labor cost countries. If the present 
trend continues, we will no longer be self-sufficient when such equip- 
ment is needed for any national emergency. 

The Buy-American Act, as originally administered, enabled us to 
generally compete, but as presently interpreted and administered, is of 
no value. ‘The national security amendment, and the tariffs, them- 
selves, have all been thoroughly explored by us, and by others, and 
have done nothing to relieve this situation. 

Mr. Harrison. Do you have any questions, Mr. Martin? 

Mr. E. Martin. I have no questions, Mr. Chairman. 

Mr. Harrison. Mr. Morrison, do you have any questions ? 

Mr. Morrison. Mr. Mullen, I wonder if a couple of sentences in 
your statement may not be subject to misunderstanding? 

In the first paragraph you say “our company is an exclusive manu- 
facturer of power and distribution transformers.” 

You do not mean it is the only domestic manufacturer of such 
equipment ? 

Mr. Mutien. No; but that is the only product our company makes. 

Mr. Harrison. So, this is not a case where you have something of a 
monopoly in that field ? 

Mr. Mutzten. Oh, no; we have many competitors, but we make only 
transformers. 

Mr. Morrison. Do you have any export business? 

Mr. Mutxien. None; no. 

Mr. Morrison. That is all, Mr. Chairman. 

Mr. Harrison. Thank you very much for your appearance, Mr. 
Mullen. Weare sorry we kept you so late. 

Mr. Muuten. Not at all. 

Mr. Harrison. The committee will stand adjourned until 10 o’clock 
tomorrow morning. 

(Thereupon, at 5:30 p. m., the subcommittee adjourned, to recon- 
vene at 10 a. m., on the following day, Tuesday, September 25, 1956.) 

83979—56—pt. 210 


ADMINISTRATION AND OPERATION OF CUSTOMS 
AND TARIFF LAWS AND THE TRADE AGREEMENTS 
PROGRAM 


TUESDAY, SEPTEMBER 25, 1956 


House oF REPRESENTATIVES, 
SuBcoMMITTEE ON Customs, TaRIFFs, 
AND RecrprocaL Trape AGREEMENTS OF THE 
CoMMITTEE ON Ways AND MEANs, 
Washington, D.C. 

The subcommittee met at 10 a. m., pursuant to recess, in the commit- 
tee room of the House Committee on Ways and Means, Hon. Burr 
Harrison (acting chairman) presiding. 

Mr. Harrison. The committee will come to order. The first witness 
will be Mr. Charles Percy, president of the Bell & Howell Co., Chicago, 
Til. 

Mr. Percy, we have had you before and we are glad to have you back 
again. You may proceed. 


STATEMENT OF CHARLES H. PERCY, PRESIDENT OF THE BELL & 
HOWELL CO., CHICAGO, ILL. 


Mr. Percy. My name is Charles Percy. I am president of Bell & 
Howell Co. 

If the chairman would permit it, I would like to just submit my testi- 
mony as written and perhaps use your time simply to amplify the com- 
nents that I have put in written form for the committee to study. It 
ismy understanding the purpose of these hearings is for the committee 
and staff to develop a background of information from which they 
may draw in order to properly evaluate suggested changes in tariffs, 
customs, and reciprocal trade agreements as they come to the com- 
mittee. 

I have been asked specifically to testify in the area of labor and man- 
agement, and I would just like to amplify the comments that I have 
put in writing to the committee and see if I can perhaps cover some 
of those areas as they specifically relate to our foreign economic trade 
policy in this country. 

Mr. Harrison. Without objection, the statement will be put in the 
record and you may proceed. 

(The statement referred to is as follows :) 


STATEMENT OF CHARLES H. Percy, PRESIDENT, Be_t & Howe tt Co. 


My name is Charles Percy. I am president of Bell & Howell So., manufacturer 
of photographie and electronic equipment, with headquarters in Chicago. I 
should emphasize at once, however, that I am not appearing before this sub- 
committee as an authorized spokesman of the industry with which I am asso- 


691 





692 CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 


ciated. I am keenly aware that some of my views are not unanimously held 
by all the responsible representatives of the photographic industry in America. 
Therefore, except to the extent that Bell & Howell is a part of that industry and 
I am the chief executive officer of that company, I speak for myself rather than 
for the industry. 

I should add, however, that I am associated with the Committee for a National 
Trade Policy as a director and my statement today, I am confident, will reflect 
the views of the thousands of supporters of that committee. 

It should be said too, at the outset, that I am by no means an expert on the 
procedural intricacies of the Trade Agreements Act—the escape clause, the peril- 
point clause, and the section on national security. I have had no direct experi- 
ence with the detailed administration of this legislation. Therefore, I do not 
feel competent to judge whether these clauses in their present form, as presently 
administered, in all respects meet the congressional intent and objectives. Thus 
I will confine my remarks to the broad aspects of trade policy, and to certain 
coneepts relating to the nature of American industrial production. For, in my 
opinion, these concepts must underlie any rational United States foreign policy— 
trade policy. Only then will that policy be consistent with our economic and 
political traditions, promote our national interest and security and contribute 
to our future welfare. 

Members of the subcommittee will perhaps remember that I testified before 
the Ways and Means Committee in 1955 during the hearings on H. R. 1. At 
that time I attempted to make my observation as concrete as possible and to 
base them on my own personal experience. May I say that the intervening 
18 months have served to reinforce the conviction I then expressed—in fact to 
make more urgent their reiteration and further development. That the passage 
of H. R. 1 in its unamended form by the House last year hung at one time on a 
single vote, and that it failed to pass unamended in the Senate, is clear evidence 
that the fight for a United States trade policy of moderate liberalism—a trade 
policy in the true national interest—is indeed unending. 

United States membership in the OTC has been supported by the President, 
the entire national administration, and public spirited groups all over the 
country. It had the overwhelming approval of the House Ways and Means 
Committee. The failure of Congress this year to pass the bill, in spite of this 
vast weight of responsible evidence in its favor, has again shown the strength 
and vigor of the opposition. 

Today I do not propose to dwell again on the value of the spur of import 
competition, although I shall bring up to date some of the examples I gave you 
last year. Rather I would like to emphasize what I conceive to be the peculiar 
genius of American production methods, their development in recent years, and 
their future. Then I shall relate them to our trade policy, our foreign policy, 
and our national security. 

First of all I should like to say that in the last 10 years, and particularly in 
the last several years, industrial production in this country has been going 
through a veritable revolution in methods. The pace of this revolution is in- 
creasingly swift. It has left far behind and has rendered no longer applicable 
some of the concepts upon which we once based our ideas of irreducible costs, 
production development time, and required production skills. 

What has been happening is that individual production jobs have undergone 
a process of “fractionalization”—the division of production into smaller units of 
work. 

At the same time that individual work units have become smaller there has been 
a change and an enlargement in both scope and productivity of the individual 
worker. Tools and machines capable of performing smaller work operations 
have been developed. Muscular energy and dexterity are no longer of prime 
importance. The ability to manage complex machinery—to substitute the use 
of his brain for his hands—has made the higher paid American worker the most 
productive in the world. And it has raised the American standard of living to an 
unprecedented point. 

This phenomenon is not new to America or to industrial society generally, for 
it is part of that industrial revolution which began so long ago. What is remark- 
able today is the speed with which it is occurring and with which it is obsoleting 
so many of the traditional manufacturing techniques. 

The process has become common to so-called “soft goods” as well as “hard 
goods” industries, to industries doing rough work and to those, such as my ow2n, 
that work to very close tolerances. 

Simultaneous with the trend toward the division of single production jobs has 
been another movement—the development of mechanical inspection and testing 
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devices for quality control. In some fields of production the end product or com- 
ponent is so precise that visual or tactile methods previously employed are no 
longer feasible. 

These recent innovations in production, inspection, and material handling 
methods have profoundly altered the character of industry's problems. 

It is no longer necessary or possible to rely solely on the highly developed skill 
of the workman. This skill has been augmented by machines and highly sensi- 
tive testing instruments which increase both the quantity and quality of output. 
At the same time these innovations are creating new jobs for highly skilled people 
to build and maintain these machines. 

Thus while the skill and productivity of the individual worker has been 
enlarged by machines, the demand for ingenuity and inventiveness on the part 
of technical personnel has risen. In fact if there is a crying need in United 
States industry today, it is for those with engineering and scientific background 
and a practical talent for technical innovation. And it is significant to note 
that those talents are not applicable to only a single industry. On the contrary, 
they are readily adaptable to a wide variety of,production and thus, in effect, 
are universal. 

In other words in American industry today, it is the competitive process which 
exerts constant pressure for cost reduction. The premium is on scientific and 
engineering talent which can devise new techniques for simplifying and rational- 
izing production. In recent years the results in unit cost reduction in many 
industries, including my own, have been amazing. To me there is little doubt 
that the process has barely begun. 

When we become aware of and appreciate this revolution in American produc- 
tion techniques, we see the problem of trade policy and import competition in 
better focus. We must recognize, of course, that these new methods do not 
apply to all American industry—at least not yet. And we must concede that 
there are certain industries to which they perhaps will never apply. But it is 
a trend which is inexorable and inevitable; it will increase and it will change 
the face of American industry. It is not confined to America but it is uniquely 
and essentially American in character. 

If we have a special genius in American industry it is for the achievement of 
an ever-lower unit cost of production. It is the basis of our incomparable stand- 
ard of living and our enormous economic and industrial strength. We have the 
utmost confidence that today no other country is our match in this regard. 

in most important fields we have consistently beaten the best competition the 
world has to offer. When you think of the vast technological changes and 
economic adjustments which have taken place in only the last few years and 
look ahead at the prospects for the next few years, one soon recognizes that 
import competition cannot be anything but a minor factor in the overall picture. 

Adjustments are going on in our economy all the time. Those caused by import 
competition are among the least important both in magnitude and effect. The 
really fierce competition in America is among segments of the same American 
industry and between different American industries. And this will become 
increasingly so as the new techniques raise the value of American labor and 
make it impossible for the less efficient or old fashioned to attract the labor 
they need at the price they can pay. 

The members of this committee may recall that when I testified on January 
24, 1955, in support of the liberalization of our trade policies I talked about 
Bell & Howell’s optical rough grinding department. I showed this chart, which 
indicates that between 1943 and 1955 we increased our output per worker by 
90 times; that despite the increased cost of labor in the intervening years our 
actual unit eost of production decreased. I am pleased to report to this com- 
mittee that the intensive work of our optical design and production engineering 
personnel and the continuous cooperation of our production workers have meant 
that within the past year and a half we have further increased our output per 
worker 30 percent. Thus, we have been able to pay higher wages and at the 
Same time reduce the cost of the product to our customers. During the same 
period we have increased the number of our production workers by 30 percent 
and technical workers by 100 percent. 

You may also recall that I mentioned that years ago we sold a movie camera 
for less than $50—$49.50 to be exact. Before the war it was the lowest priced 
camera we had ever made. At that time we paid our workers, including myself, 
an average of 40 cents an hour. 

After the war we doubted that we could ever again produce a camera at this 
price. In January 1955 I testified that we were paying our labor $2 an hour, 
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but that once again we were selling a movie camera, superior in quality to our 
previous camera, for $49.95. Today we are paying the average production worker 
making this camera 10 cents an hour more than last year and our material costs 
have also gone up. But because of the continued improvement in methods and 
production techniques, in March of this year our price was reduced 20 percent, 
from $49.95 to $39.95. This brings the cost of purchasing a home movie camera 
down to a point where it is within the means of tens of thousands more American 
families. And it makes a movie camera a relatively more attractive investment 
compared with the competitive products of other industries. We estimate this 
price reduction will increase our 1956 sales of this camera by 90 percent. 

There is no question but that certain geographical areas have been adversely 
affected by foreign imports and in these areas it is necessary to find effective 
ways and means of relief. A number of reasonable measures might be taken 
outside the tariff field, and I would be fully sympathetic with their use. On the 
other hand, I think it is shortsighted and dangerous to “scuttle” our foreign 
trade policy and endanger our political relations abroad to alleviate this kind 
of economic problem. 

For in situations where competition from imports is such that distress occurs, 
it is inescapable that the industry concerned has failed to maintain its position 
in the American economy. The reasons may be infinite in variety, but that in- 
dustry’s command of resources and labor must of necessity be a declining one. 

When one considers that the increase in our gross national product in 1 year 
exceeds the total value of all of our imports, how can it be contended that import 
competition is essentially a substantial factor in our economic life? Or that our 
foreign trade policy, which is part of our general foreign and defense policies and 
intimately affects our survival, should be based on the adjustment of this prob- 
lem? The magnitude of the economic problem of import competition is simply 
not sufficient to warrant the risk. 

It is quite conceivable that for reasons other than economic it would be desir- 
able that a particular industry be maintained intact or in potential in the interest 
of national security. When this is established, steps should be taken to provide 
the necessary protection. If necessary, aid could be in the field of tariffs, al- 
though it could probably better be achieved by an outright subsidy. But it should 
be done consciously and in full awareness of the facts of economic life. It should 
be recognized that this is a special situation that we have counted the costs and 
that in the national good we deliberately override the economic and foreign policy 
factors. It should not be typical and it should not be commonly accepted as an 
economic solution to the problem of import competition. 

The most obvious situation likely to occur is one where so-called “defense essen- 
tiality”’ plays a part. However, the more one studies this matter in the light of 
our rapidly changing production techniques, the more one is impressed with tlhe 
essentially fallacious nature of the arguments commonly put forward. 

As has been indicated, the essence of modern production methods lies in the 
engineering and scientific skills which are largely transferable and adaptabie 
from one industry to another. It is on these skills that we must rely for produc- 
tion innovation and the rapid output of new weapons or essential defense com- 
ponents. It would be hazardous in the extreme for us to assume that existing 
industrial methods at any single point in time must be preserved intact for an 
emergency. The most likely prospect is that they would be outmoded when 
needed most. What we would find preserved in the deep freeze of governmental 
protection from competition would not be productive capacity but obsolescence. 

As a general proposition it is wise to rely on the competitive process (and that 
includes foreign as well as domestic competition) to preserve the industries we 
may require in an emergency. We then have assurance that these industries are 
efficient and competitive, and can be rapidly expanded to meet the emergency 
need. 

Finally, I would like to touch briefly on the importance of our trade policy to 
our security and welfare as a nation. This is somewhat outside the field of my 
experience, but I have made certain observations in visiting many nations of the 
free world, and I am strongly impressed with the weight of evidence that our 
policy in this respect is one of the most important factors in our basic security. 

Though export business will amount to only 6 percent of Bell & Howell’s total 
sales in 1956, the contacts we maintain in 68 countries have continually con- 
vineed us that political friendships do follow the trade lanes—always have and 
always will. We have a dramatic example of this today in Suez. 

We all know that the welfare and security of the United States depends on 
close cooperation with the other nations of the free world. We all know that 
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the concrete expression of this cooperation lies in formal pacts we have en- 
tered into with some 40 of these nations. We further know that while military 
cooperation is the salient feature of many of these pacts, they cannot endure with- 
out economic cooperation. We all know that failure on the part of any nation 
to achieve a tolerable standard of living, or the reasonable prospect of such a 
standard, will nullify the practical effect of the agreement. We and the rest of 
the free world are in this thing together. As the leading economic and political 
power on our side of the Iron Curtain, we cannot avoid the position of leadership. 

Although we represent only 7 percent of the world’s population, we account 
for more than 40 percent of the world’s production. We have some 15 to 20 
percent of the world’s trade, and we are both the largest single supplier and the 
largest single market for a number of foreign countries. What we do in our 
foreign-trade policy has the most profound effect on the economies of such coun- 
tries and, thus, upon our mutual security. When we, for example, impose im- 
port quotas on the products of one of our friends or allies we alienate and 
weaken that nation. But we also weaken our whole free world alliance. 

I have the most earnest conviction that a liberal trade policy is in the best in- 
terest of our national economy and security, that we stand to benefit through 
higher productivity and a higher standard of living by trading on a relatively 
liberal basis with the rest of the free world. I am equally convinced that our 
trading partners will also benefit from that kind of an American trade policy. 
It will be in their interest and our interest if they pursue the same kind of 
policy for themselves. Beyond that it is absolutely vital for the security of all 
of us in the free world to mutually assist one another in achieving economic 
viability and health. It would be unthinkable that we would not so assist a 
friend and ally of such long standing as England; or today, Germany and Japan. 
In my view, from a moral as well as a practical standpoint, we literally have no 
choice in that respect. 

The members of this subcommittee have heard considerable testimony to the 
effect that American industry cannot compete with the so-called cheap labor 
from abroad—that for this reason American industry requires tariff protection 
to make up the difference. If this concept were to become the policy of our 
country, and therefore the responsibility of this subcommittee of the House of 
Representatives on customs, tariffs, and reciprocal-trade agreements, what 
would be the outcome? Carried to a logical conclusion, it would then become 
your responsibility to continue to raise tariffs as often as wage rates in the United 
States rise above those received by labor abroad. 

I believe that most industrialists in this country, if charged with the responsi- 
bility of doing so, could demonstrate to this committee that it is the “unit cost 
of production” (the cost of labor to produce a single product) rather than the 
“hourly cost of labor’ that is the important factor in our plants today. So long 
as the proper and normal competitive situation exists, one of the primary 
responsibilities of business management is to continually reduce the unit amount 
of labor in a given product and to bring the cost of that product down, while at 
the same time enabling business to pay periodic hourly wage increases. This is 
one of the most important factors in the dramatic rise of the American standard 
of living. In order to demonstrate this to the members of the committee, I wish 
it were possible for me to take you through a cross-section of industrial plants 
in a multitude of industries and manufacturing operations. To do a thorough 
job it would require several months of intensive travel which, of course, is 
beyond question. 

However, I would be a poor representative of the motion-picture industry if 
I could not bring the mountain to you. The General Electric Co. has concluded 
that principles of automation are universally applicable to American business. 
They have produced a short color film on automation that is available for distri- 
bution to manufacturers and others all over the country. 

No industrialist should fail to see this film. In no other way can he and his 
production engineers—yes, and production workers—be taken into so many 
plants in the United States to see the new industrial revolution of our time. 
No industrialist could see this film without realizing that there are infinite 
possibilities to use the hearts, minds, and intelligence of the American worker 
rather than his muscular energy alone. Nor can any of us fail to conclude that 
ho man is wise enough to improve human welfare through the regulation, control, 
and unnatural manipulation of the normal processes of free, competitive enter- 
prise. For it is this system which will continue to enlarge the material well- 
being of our people and our country. If it is unimpeded it will keep our economy 
strong and our industrial machine vigorous. This strength, provided at no cost 
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to the American taxpayer, is one of our most important “secret weapons”’—q 
weapon that our enemies fear and respect—a weapon that is the cornerstone 
of our national-defense program. 


With the permission of the chairman, I should now like to let the members 
of the committée see this “secret weapon” by means of a dramatic, but factual 
film. And I should like to submit this film as my principal exhibit in this 
testimony. 

Mr. Percy. I would like to make it very clear I am not representing 
the photographic industry, for I am quite aware that my views are in 
sharp conflict with some of the other members of that industry. Nor 
am ee an official capacity representing the Committee for National 
Trade Policy, though I am a director of that committee. 

I think, however, that my views will reflect the views of thousands 
of manufacturers who have supported that particular committee. 

I think the chairman will remember that I testified about a year and 
a half ago. The intervening year and a half has been very interesting 
from the standpoint of our national economy, from the standpoint of 
presentations that have been made to this committee, and legislation 
that has been enacted. I think the very fact that H. R. 1, which was 
later passed, hung at one point in its unamended form in the House on 
one vote, and the fact that it failed to pass the Senate in unamended 
form, is the best testimony I can present that the fight to liberalize our 
trade policy, and to have a policy that will gradually and moderately 
improve the trade of this country and other countries of the world, is 
an unceasing fight. And the fact that despite this committee’s ap- 
proval of OTC and recommendation that it be passed; despite the 
President’s approval; despite the fact that every administrative officer, 
Cabinet officer, testified in its behalf, it still was not enacted, is evidence 
we have to keep up this ceaseless fight to be sure that the national inter- 
est is protected and is not subordinated to the special and private 
interests of any particular groups who are attempting to convert the 
national policy and have the national policy patterned in such a way 
so as to benefit particularly their own industry. 

The phase of manufacturing that I should like to deal with today 
relates to American labor. I would like to see if I cannot paint a 
picture of the revolution actually going on today in American fac- 
tories. I think that it will be beneficial to the committee, because I 
believe a great deal of the testimony presented by private interests is 
presented in a form that might have been true in this country years ago, 
but is no longer consistent with the pattern of manufacturing today. 

I am not going to belabor the industrial revolution. It has been 
going on for along, longtime. Itis not new. But I believe the thing 
that is new is the speed with which the industrial revolution is now 
taking place in America, and the rapidity with which manufactur- 
ing techniques that were in vogue a few years ago are now being obso- 
leted. It isa fantastic story, and I think it essential that our national 
trade policy be cast in the light of this change. 

I do not believe that the traditional arguments of cheap foreign 
labor, competition from abroad, and the preservation of industry for 
national-security purposes stand up in the light of the type of manu- 
facturing that is being carried on today in our country. Probably the 
best evidence of the sweeping nature of changes in manufacturing 
techniques in our factories today is the fact that American industry 
will spend 30 percent more in plant acquisitions and capital equipment 
this year than last year. This is an increase in capital acquisitions of 
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$9 billion in the year 1956, and perhaps this one single purchase by 
American industry is more responsible for bolstering and keeping 
strong our economy this year—in the light of certain sags in the auto- 
motive and other industries—and we tend to think this will continue to 
accelerate. Perhaps the tight demand for money today is brought 
about by the fact that industry, recognizing the swift change in tech- 
nology and methods in manufacturing today, in order to stay competi- 
tive, is willing to risk large sums of capital money to bring its plants 
up to date and make them modern. 

The first technique that this involves—and these are changes that 
have accelerated so rapidly within the last 3 or 4 years that they render 
almost obsolete some of the techniques that we used just before the 
war—is the fractionalization of labor. 

I can recall when I used to manufacture cameras in the Bell & 
Howell assembly line 19 yearsago. It took 6 months to train a worker. 
We actually worked on a particular assembly operation for maybe 55, 
40, or 45 minutes, and it took a long period of time to train a person 
to assemble, fit those parts, and put the product together. ‘Today, 
instead of working in increments of hours or minutes, we measure in 
seconds. The actual operation carried on by a particular person is 
performed with great rapidity and is backed up by a great deal of 
specialized equipment. 

So the fractionalization of labor—breaking it down into simple 
increments of work—is the thing that has helped us reduce our costs, 
and it has changed the entire concept of the highly skilled workman 
that is essential to American industry. 

Now, the tool does the job. In every case we are attempting to 
substitute what we used to call on from a worker. No longer is the 
accent on muscular energy ; it is his creativeness, his creative thinking, 
his intelligence and his proper use of tools that we need. 

The second thing is the terrific amount of tooling that we are putting 
behind the worker. We are backing him up with a considerable invest- 
ment in capital equipment. The worker is becoming a highly skilled 
person in the utilization of tools that have universal application. 

This then brings me to the third point of great change, which is the 
mobility of labor. I would like now to use labor in the sense of all 
people working in manufacturing. I think we are all aware that 
management between companies is shifting rapidly. It is not unusual 
to pick up the New York Times and find a number of stories of chief 
executives who headed companies in, say the soft-goods industry, now 
heading perhaps a railroad, or a completely unrelated line. 

Last night I attended the annual board meeting of the American 
Management Association and heard the figures presented by their 
president, Larry Appley, indicating that last year 58,000 top-manage- 
ment people in American industry went back to school at the American 
Management Association seminars. They went back to learn and 
what they are learning are principles. 

I spent a week at the president’s seminar at Colgate for the American 
Management Association and, of the 30 company presidents there, 
hot a single one of us manufactures comparable products. For 1 week 
we exchanged ideas and it was just as though I were working in their 
plants and they in mine. Our problems in principle are the same. 
The ability to solve these problems is a universal skill. These people 
are professionals who have been trained in the skill of management, 
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the use of materials, manpower, plant facilities, and capital to make a 
roduct, and their skills may be transferred from one plant to another, 
t is this mobility that is the remarkable thing in American industry 

today. The situation is the same for direct labor, for the man who 

works on the machine and the man who works on the assembly line. 

I can testify that sometimes there is too much of it. The average 
turnover in our plants in the United States today is 4 percent a month. 
This means that the average manufacturing plant turns over 50 per- 
cent of its personnela year. This presents a terrific training program. 
If it took 6 months or 8 months or a year to train a production worker, 
a plant would go broke ina year. They just could not stand the cost, 
So far as labor is concerned mobility is a good thing, because almost 
everyone moving from one job to another is bettering himself—gettin 
a better job some "em else. His skills, his ability, can be better use 
by another manufacturer up the street, or in another town. And the 
fact that the Chicago newspapers today are flooded with advertise- 
ments from plants in Boston and Los Angeles and San Francisco and 
Louisiana begging people to come there, offering to pay their expenses, 
trying to get those universal skills that they have applied to the manv- 
facture of their particular product, tells the story. 

The machines are almost universal between the plants. 

Of course, the last factor of mobility is the most critical, because 
here the skill of American industry has shifted from the individual 
craftsman to the production engineer. The design engineer works 
with the methods engineer and with the production engineer and the 
plant layout people. 

These skilled technical and scientific people are so tremendously in 
demand today and so tremendously short in supply that industry is 
bidding high to get them. We can take a man from the automotive 
industry today and assign him to making precision parts in a camera 
factory. He has the production engineering, the design skills, the 
drafting and plant layout skills that are universal and can be applied 
to that particular business. 

This, then, is the changing process concept that we see in American 
industry today. 

We also have in the hired management group, I think, a greater 
dedication to the job than perhaps prevailed years ago when manage- 
ment was so closely identified nk associated with ownership that 
profit was the only thing that motivated them. Today I think the 
modern manager works just as much for the employees who have their 
lives invested in the business, as for the stockholders who have their 
money invested in it. In fact, most of us put that into our annual 
reports. In our own company for many years I have addressed our 
annual report to three groups—our shareowners, employees, and deal- 
ers. And never has a stockholder objected to the philosophy that we, 
as a management group, almost a trustee of this business, serve the 
groups who have their lives and money and interests invested in it. 
For this reason I tend to think that management today is attempting 
to take a broader look at the business problems and, I believe, 1s at- 
tempting to make business mobile as it fits the national interest. 

There was not anyone who hesitated to turn his business 100 percent 
over to the Government at time of war. Today, I find in talking with 
business people all over the country, particularly some of those who 
are in the traditionally protected industries, that they see this chang? 
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coming. They say that trade is inevitable, that trade will continue 
throughout the world, that we must do more of it. Some of those who 
speak most strongly for protection are those who are most intelligently 
directing the diversification of their businesses, are looking at the 
national interests and are taking every possible hedge they can to 
keep their businesses vigorous ~ strong, to get into other things, to 
adapt their techniques to meet the competition from which they think 
they will no longer be protected by artificial regulations. 

I do not want to belabor any of the points I made in my testimony 
before, but I have had 18 months now in which to think about it. 
My first experience in testifying before this committee impressed me 
in two ways: First, it was my first opportunity to see the actual op- 
eration of a House committee, and to see men, no freer from emotion 
than any of us probe this question of trade and tariffs. It is an emo- 
tional as well as a rational issue. I saw men spending a great deal 
of time attempting to get facts, attempting to see whether their own 
particular theories fit the facts, and I think I left the room a better 
American for having seen that process in operation. 

The second thing that impressed me about the testimony was the 
date that it occurred. It was January 24, 1955. When we left this 
committee room, the President presented his message on Formosa to 
the Congress. We all know what happened. The President asked 
for the right to use arms, if necessary, to protect American interests 
and the interests of Nationalist China, an ally of the United States, 
and the Formosan Straits. After a limited period of debate the 
House and Senate almost unanimously—there were only 3 or 4 votes 
on the other side—approved the right of the President to use arms 
if necessary to act in the defense of this country. This was an over- 
whelming response to the request of the President, and I presume if 
the President had said—it is necessary for us to increase our appro- 
priations another $10 billion or $20 billion a year to ring this country 
with more radar, guns, antiaircraft, and more aircraft of all types, and 
had the military said the national defense will be imperiled if we do 
not do this, I tend to think the Congress would have gone along with 
that request. 

What I have trouble in understanding is the fact that the President 
of the United States has said for many years now that if we fail in our 
trade policies, we may fail in all. Every Cabinet officer representing 
every department has said the same thing. 

Most business organizations, representing national organizations of 
business people (that is, not trade associations but national organ- 
izations), and organized labor have testified in favor of a liberal trade 
policy, both in the interest of the economy of this country as well as 
in our national security interests. And yet we still have this very 
strong, well-organized opposition, presenting the views of particular 
groups in the best fashion they possibly can (and most effectively, I 
must say) in an attempt to pattern our national policy after the in- 
(ividual needs of their particular businesses. 

[ have wanted to be extremely careful that any testimony I presented 
was factual. I reread the written statement that I presented 18 
inonths ago, and I can find no facts that would contradict what I 
have said. I have reread much of the testimony presented to this 
committee through the years, particularly that dealing with the fact 
that our economy would be in danger and our national security im- 
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periled, if there was any lowering, even though gradual and mod- 
erate, of our tariff barriers. 

H. R. 1 has been in effect a year now. We are today in the midst 
of the biggest boom that this country has ever seen, and I feel—and 
almost every businessman I know, feels—we have not seen anything 
yet. There is no limit to how far we can go in 1957 in our annual 
gross output. Productivity of goods and services will exceed 1956. 
I do not think business men doubt that. This will then be the second 
year of the operation of H. R. 1, and I believe in the third year busi- 
ness in this country will boom. There will be no imperiling of our 
national economy, and the security of this country will not be en- 
dangered at all in any respect. If anything, it will be strengthened. 

A year and a half ago I presented several exhibits. Just before I 
left Chicago, I asked our factory managers where we stand today on 
these particular articles. I would like to present them again, to bring 
them uptodate. (Going toachart: ) 

This represents, I would say, a good example. I did not pick a bad 
one. I picked a good one, but I think that you could go to any one of 
the 100 manufacturing departments or units in Bell & Howell Co. and 
find a comparable case. This happens to be the productivity per 
worker in the optical rough-grinding department. This is the first 
grinding operation in the manufacture of a lens. I showed on this 
chart in 1943 that it required 100 workers, with a thumb and finger 
technique used in Germany for years, to grind out the lenses, 100 
people using their fingers and thumbs grinding down these lenses with 
emery. 

In 1955 for that operation we had 11 workers working with diamond 
grinders producing that same amount of work, an increase per 
worker of 90 times. At the same time, the number of workers in our 
factory has continually increased as we reduce the amount of labor 
per unit. Checking this today, 18 months later, I find that our pro- 
ductivity has gone up 30 percent. In just 18 months we have in- 
creased this another 30 percent, and the actual number of workers 
in our optical division has also gone up 30 percent, in addition to 
the increase in productivity. At the same time, the number of tech- 
nical workers has gone up 100 percent. So here you see this shift 
from people who work with their muscles, their energy, the sweat of 
their brows, to people who are upgraded and trained in more highly 
skilled jobs. And here we also see that where this process has been 
going on, we have increased our hourly wages, while at the same time 
lowering the costs of the total overall unit. 

The next chart that I used showed an overall complete product. | 
used it for sentimental reasons because it was the product that I my- 
self manufactured in the factory during my apprentice program. 

In 1939 we made a movie camera for less than $50. We sold it for 
$49.95, to be exact. Our average hourly wage was 40 cents for our 
production workers. After the war we put our heads together to 
see what it would cost us to put out the line of products that we pro- 
duced before the war, and this camera that I have here in my hand 
was the exact product. We priced this out and it cost almost $100 
with the increased cost of labor right after the war. We almost con- 
cluded then, as a group, that the day of a $50 movie camera was over 
and done, that we could never again produce it. Then we took up the 
challenge. Our production engineers, our design engineers, our pro- 
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duction. workers, and methods people of all kinds, were put together 
in a task force. The objective was to produce a movie camera to sell 
for less than $50. This camera in my hand is what they came up 
with. It sold for less than $50—$49.95. The day that I testified, it 
had a labor rate cost of over $2 an hour. We priced the camera at 
$49.95. Instead of selling thousands, we sold tens of thousands at 
that price because relatively it was a terrific value with those dollars. 
Eighteen months later where do we stand? Our hourly labor costs 
have gone up better than 10 cents an hour. Yet just 2 months ago we 
reduced the price of this camera 20 percent to $39.95. We estimate this 
year we will increase our sales of t this camera 90 percent over last 
year’s sales, because at $39.95 it is within the reach of tens of thousands 
more American families who always wanted to take movies of their 
family but who, because of price, could not. 

And this is in relation to other American industries we are com- 
peting with—television sets, appliances of all kinds, and whoever is 
offering a value to the American public. Relatively we are offering 
a good value and our productivity, sales, and employment have gone 
up. And we can see no end. Sometimes we can go to a 4-day week, 
but not by regulation, nor by an act of Congress. We can only achieve 
it when our people are turning out as much or more in 4 days as they 
now are in 5 and with $3 an hour labor keeping the unit cost as low 
as it is today at better than $2 an hour. 

This is a process that is going on continually. This is the great 
American industrial revolution. 

I was in Bolivia last month and tried to find a subject on which 
to talk down there. It was at the inauguration of their President. 
| hit on the fact that in Bolivia, a revolutionary country, where they 
have had 197 revolutions in less than 150 years, I might as well talk 
about the revolution in America. I think finally for the first time 
Bolivia and Bolivians felt that they really had something in common 
with Americans, when they saw this violent revolution that we have 
carried on in our country, unceasingly bettering and building up this 
huge buying power of the middle classes in this country, the middle 
class so far as economics are concerned. 

The secret behind it is the unit cost of production. 

May I comment lastly on just this phase of the national defense? 
I think it is essential, though I am not an expert in this particular 
field. We do business in 68 countries of the world. That represents 
only 6 percent of our $45 million a year in sales volume of Bell & 
Howell. It is a small percentage, but it is a business that we enjoy 
because it provides us with a contact with 68 countries. 

I have been in most of the free countries of the world now in the 
last 10 years, and my experience is that I have become more convinced 
than ever that political friendships follow the trade routes. I think 
that we have a dramatic example of that in Suez today. 

The politics of this question are going to be decided by the eco- 
nomics of it. Wherever we have a strong and vigorous trade with 
another country we have a solid basis on which to base our political 
friendships. Our friends in this country depend upon some 40 pacts 
with 40 nations. We are, whether we like it or not, the leaders of 
the free world, and I think that leadership carries with it a certain 
responsibility. We have only 7 percent of the population of the 
world. We produce 40 percent of the goods and services produced 
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in the world today. This country does between 15 and 20 percent 
of the world trade, and to some countries we are not only their biggest 
supplier but their biggest single customer. What we therefore do in 
our trade policies, the changes that we make, the uneasiness that we 
set up, have a tremendous bearing. I have had so many foreign busi- 
ness people say to me that, if America would only be consistent, they 
would almost rather have a higher tariff and have it consistently 
high. For now they are constantly threatened that if they are suc- 
cessful in entering our markets, if they are successful in doing busi- 
ness with us, so that we can do business with them, then the signals 
may be changed by a change in procedures and techniques. I think 
for this reason the Congress should be commended on the passage 
of the Customs Simplification Act. I think this will help a great 
deal. I hope as this commitee continues to work and as we try to 
present our views, the views of this committee in its majority report 
will be read thoroughly by those who have presented opposition 
testimony. 

I trust that American business people who have consistently been 
patriotic in times of national need will continue to attempt to do the 
job that I think is management’s job. It is our job to adjust and fit 
the pattern of our company to the national welfare and national inter- 
est—not to ask that the national interest and national welfare and the 
national policy be patterned to fit the particular interest of a particular 
industry in which we may be investing our capital. 

I think it will be a sad day indeed if there is any kind of a guar- 
anty given to any segment of business that its competitors cannot 
enjoy the fruits of their capital investment and research because 
changes would occur in the economy. If we did that, we would be 
freezing the refrigerator out in competition with the icebox. I some- 
how tend to think that some of the requests made of the Congress to 
change legislation to continually provide protection are in that cate- 
gory. Ifthe members of this committee or any governmental agency 
assume the responsibility for constantly increasing the tariffs in this 
country as an offset to so-called cheap labor from abroad. I think 
there will be no end to the revisions, because we constantly, and I hope 
forever, will be increasing our labor costs in this country in terms of 
wages paid out. Because it is the wages paid out that provide the 
great consuming public in this country. 

I do not think the archaic system of attempting to increase tariffs 
to offset the differential in labor costs will work. There are some 
exceptions, of course. I presume even in the national defense I could 
not possibly speak for each individual industry, but what I am trying 
to say is I think this has universal application. There may be some 
industry that should be preserved somehow in the deep freeze of Gov- 
ernment protection, but I tend to think the thing that makes our 
economy strong, the thing that really is the defense of this country, 
is our productivity, the ability to move fast and swiftly and get into 
the type of weapons and production that our country would need in 
time of emergency. I take a dim view of the likelihood of an indus- 
try being taken out of this deep freeze of Government protection and 
being able to really move swiftly —aa swiftly as any industry that has 


had that vigorous competition in the world markets of today. That 
is the way that American management stays attuned to the competi- 
tive impulses that act in our economy today. That is the way that 
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it maintains its alertness and aliveness—by being subjected to this 
competitive system. . 

May I close my testimony by saying that in order to do an ade- 
quate job of showing you a cross section of American manufacturing 
methods today it would really be necessary for the members of this 
committee to spend months visiting the plants of America across the 
country, the soft-goods plants as well as the hard-goods plants, to see 
how our technology has accelerated to a point that is almost breath- 
taking. Obviously, you do not have months to spend making such 
visits, but I would a poor representative of the motion-picture 
industry if I could not in a few minutes take you by means of a color 
motion picture into the plants across the country. The General Elec- 
tric Co. has made this film available to all manufacturers in this coun- 
try because they feel the principles of automation are universally 
applicable to ail tet of businesses in varying degrees. They have 
made this film to help to accelerate the progress of productivity. 

With the permisssion of the chairman I would like very much to 
show you this film because I think this will tell you a story. A pic- 
ture is worth 1,000 words. It will take you to places perhaps you 
could not go otherwise, and it will show you something I hope will 
thrill you as much as it does me—that through competition and 
through changing techniques there is being provided for our people 
the highest standard of living in the world. 

It has been a privilege to appear before you and I will be happy 
to answer any questions. 

Mr. Harrison. Show your picture first and then we will ask 
questions, 

(A film was shown to the committee.) 

Mr. Harrison. Mr. Percy, will you take your seat. 

Mr. Percy. I will be very happy to answer any questions if I can. 

Mr. Harrison. Mr. Morrison. 

Mr. Horrtson. Mr. Percy, is it your idea that the transferability 
of these management and engineering skills is such that very few, if 
any, industries can be injured by import competition ? 

Mr Percy. No. I would not say that, because we know as a matter 
of fact that some industries are today injured by import competition, 
just as many businesses are today injured by domestic competition. 

I do not know how it is possible for anyone to regulate against 
competition, and imports are a form of competition. I think when- 
ever we interfere artificially with the natural law of supply and de- 
mand, I think this is a setback to the economy, but I do know that 
certain industries are now being subjected to severe competition, 
including the photographic industry. 

Mr. Morrison. Is it your idea they should be subjected to such 
competition and if they cannot survive, let them go? 

Mr. Percy. May I put it this way: One of the reasons I have been 
so enthusiastic about the report of the so-called Randall Commission 
was its moderateness and gradualness. I would hate to have regu- 
lations that would overnight change the rules of the game. If it is 
our policy to stimulate industry, and I think it is, I would hope we 
would gradually and moderately reduce the impediments to trade. 
I think if any business is going to be crippled, severely injured, or 
put out of business by a 5-percent reduction in its tariff rates, it is 
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practically out of business anyway. I would hate to depend on that 
sort of stimulus to protect my business. 

Mr. Morrison. | believe the Randall Commission gave very little 
attention to the escape clause. Apparently it was satisfied with it. 
You say you are not fully familiar with that matter, I see in your 
statement, but the escape-clause legislation does provide for the with. 
drawal of any concessions and the imposition of quotas if necessary 
to prevent serious injury to domestic industry from import competi- 
tion. I would take it you would consider that not an appropriate 

olicy ? 
: Mr. Percy. As I said in my statement, I am not familiar with the 
procedures; we have never applied under it. I have read some of 
the testimony presented by certain industries requesting assistance 
under that clause. 

I have also read some of their annual reports, and I would suggest 
to the committee and to the Commission that they read the annual 
reports of those industries. I cannot see any comparison. They 
seem to have been prepared by two types of people. I cannot find 
in their annual reports any mention of the peril of which they wail 
and cry and are so afraid of. 

As long as there are good trade organizations, I think they some- 
how get the impression it is their job to present only the interests of 
that particular industry, and if they do that, they are doing a good job. 
I read them. I cannot believe them, though. I do not think there is 
the relationship there, and if some of them are in such great peril, I 
would hope some other way than the constant juggling of tariffs could 
be found to relieve the situation. 

I hate to be specific because I am not an expert in any particular 
industry, but the bicycle industry is a good case. They have been able 
to prove injury because the imports of bicycles are steadily increasing. 
Whether it is a fact that the British manufacturers, because they have 
such a great market at home, can produce cheaper, or whether it is 
because they produce the light bikes, I do not know. But when the 
American manufacturer says, “We must protect the standard of living 
of the employees working in the bicycle plant,” that is the point I differ 
with them on, and some of them, or all of them, I am sure, are conscien- 
tious in their objections. I am thinking of the newspaper boy who 
needs a bike to deliver his papers. How about a boy who has to pay 
$50 for a bike when he could get one, and a lighter one, for $40? How 
about the employees tied up in that industry ? 

We have had a “Help Wanted” sign out for years. We need 200 
more employees today. We are in one of the tightest labor markets 
this country has ever known. Of course we have dips, seasonal unem- 
ployment, and a certain immobility of employment because people 
living in Detroit may not want to go some place else to get employment 
and then come back because they know the automobile industry will 
come back. 

I do not know who is wise enough to figure all the answers. I tend 
to think we must abide by the natural laws of economics—providing 
there is no dumping, I am against dumping—I think there are certain 
rules of the road just as there are in the case of a monopoly. A 
monopoly is a bad thing and we all know it. But in this competitive 
system of ours I have not been able to find such a product. We just 
have to slug it out with all types of competition in this country and 








CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 7()5 


abroad, and even though it might make it easier to have a certain 
amount of our competition eliminated, the real thrill in industry is the 
type of thing you have seen in this motion picture, when we continually 
elevate the status of the American employee. Ifthe labor of the Amer- 
ican employee is used as it is in plants I have seen in Germany, Japan, 
and other countries, I do not know how we can compete. We have to 
make our employees 6 or 7 times more productive. 

I would like to have my job made easier, but I do not think it would 
be in the interest of the national economy to do so. 

Mr. Morrison. Here you have a trade program regarded generally 
as one of cutting tariffs. Then you have an escape clause and a peril- 
point directive which, according to testimony, can be as protectionist 
a program as you can conceive of. How can these things be reconciled ? 

Mr. Percy. If I could answer that question, I should be a consultant 
to this committee. I am just not wise enough to know. We have to 
live with what we have. We have the escape clause. It is there for a 
purpose. I am sure there are isolated instances where it is a protec- 
tive device. 

I would think the real hope would be in the realization of the Amer- 
ican people that this is not the way. When we put millions of dollars 
ina camera that competed directly with the Contax and Leica, and 
we found we were using our labor no differently than the Germans, 
who were paying their Takis 40 cents an hour while we were paying 


ours $2, it was a temptation to run to Washington. We wrote that 
$1.25 million off a short while ago, and I had to stand before our board 
of directors and say we had made a blunder. This was a peach of a 
blunder. We designed the product wrong and tooled it wrong. But 


I did not see why we should ask the Government to bail us out of that 
situation. And I do not see why we should ask the American con- 
= to pay for that product a higher price than they could get it for 
elsewhere. 

Mr. Harrison. Any further questions? 

We thank you very much for your appearance, Mr. Percy. 

Our next witness is Mr. E. L. Torbert. Is Mr. Torbert here? 


STATEMENT OF E. L. TORBERT, VICE PRESIDENT, SYRACUSE 
CHINA CORP., SYRACUSE, N. Y. 


Mr. Torsert. Good morning, gentlemen. 

Mr. Chairman and members of the subcommittee of the Ways and 
Means Committee, I am E. L. Torbert, vice president of Syracuse 
China Corp., Syracuse, N. Y. I represent the American Fine China 
(ruild, which includes the Flintridge China Co., Pasadena, Calif., 
manufacturers of Flintridge fine china tableware ; Gladding, McBean 
« Co., Los Angeles, Calif., manufacturers of Franciscan fine china 
tableware; Castleton China, Inc., New Castle, Pa., manufacturers of 
Castleton fine china tableware; Haviland & Co., Inc., New York, man- 
facturers of American Haviland fine china tableware; Lenox, Inc. 
lrenton, N. J., manufacturers of Lenox fine china tableware; and 
Syracuse China Corp., Syracuse, N. Y., manufacturers of Syracuse 
ine china household tableware. 

_ We congratulate the members of the Ways and Means Committee 
‘or their wisdom in the appointment of your subcommittee. Likewise, 
83979—56—pt. 2——11 
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we commend the declared intention of your group to obtain “informa- 
tion on ee relating to the adequacy” of the United States cus. 
toms and tariff laws and the trade agreement program, “to promote 
the soundness of our domestic economy.” 

In our opinion the existence of your committee is in itself ample evi- 
dence in the minds of some that prevailing laws, or administration 
thereof, are not adequate and that the Trade Agreement Act should be 
revised. 

At every opportunity since inception of the Trade Agreement Act, 
cur industry has protested reduction in the rates of duty on china 
tableware. We have protested because the 1930 rates, and subsequent 
rates, have been no deterrent to the importation of large quantities of 
china tableware from the foreign countries where labor rates are but 
a fraction of the wage rates paid workers in the United States potteries, 

At each hearing to which reference has already been made, I have 
reported the progress of imported china tableware. Today, I have the 
latest available information. 

In 1955 the total imports of household china tableware, coming 
principally from Japan, United Kingdom, and Germany, reached the 
amazing total of 6,970,000 dozens. This is more than 90 percent of all 
the household china purchased in the United States in 1955. 

Imports of vitrified china tableware of 6,970,000 dozens in 1955 is 
an increase over similar imports in 1948 of 4,970,000 dozens, or an in- 
crease of 236 percent in 7 years. In the same year, 1955, our United 
States producers of china tableware shared among themselves less than 
10 percent of our United States market. In 1950 we shared 16 percent, 
and in 1951, 14 percent of the United States market for china table- 
ware. 

Notwithstanding the terrific increase in imports, there have been 11 
separate and specific reductions in the tariff rates on imported china. 
Eight of these reductions took place during the 7 years in which im- 
ports increased 236 percent. 

Entirely apart from the reduction in rates of duty, injury to the 
domestic industry is further compounded by the fact that fully one- 
half of the English bone china bought by consumers in the United 
States does not now pay any duty. Imports of English china in the 
United States have been for years bypassing the payment of any 
duties through entry as tourist purchases, particularly from Canada. 
We have no opportunity to compete with this English china on a 
duty-free basis in Canada, since that country discriminates against 
us by reason of the imperial preference system under which Englisli 
hone china is imported into Canada duty free, while American china 
must pay a tariff of 25 percent on entry into Canada. 

From 1897 to 1948 the tourist exemption was $100 for a 45-hour 
stay once a month. Additional exemptions were granted in 145, 
1949, and 1953, until currently there is an exemption per person of 
$200 for a 48-hour stay once a month, plus a further $300-per-person 
exemption for a 12-day stay once every 6 months. Taking account 
of the customs deduction of one-fourth of the Canadian retail price 
in figuring the exemption, we have a total exemption at retail value 
of $666 per person, compared with the $100 exemption which existed 
for 51 years. 

We are speaking of no mere trickle of tourist souvenirs under tlie 
tariff exemption now established, nor of only minor injury to our 
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industry. Although we know that some English china comes in 
under tourist exemption directly from Britain and from such Empire 
enters as Jamaica and the Bermudas, we have statistics only from 
Canada. These Canadian statistics no doubt greatly understate the 
case, since they only cover shipments to the United States by com- 
on carrier and do not include the large quantities brought back by 
tourists in their own automobiles. The last available data is for the 
vear 1953, during which the United States imported English bone 
china from the United Kingdom in the amount of $2.914,000 on which 
duty was paid. From Canada, tourists shipped bone china via com- 
won carrier, duty free, in the amount of $1,451,000. Thus in 1953 at 
least one-third, and if china brought back in private cars were in- 
Juded, probably at least half of the English china coming into the 
United States enters duty free from Canada alone, under the existing 
tourist exemptions. 

What percentage of our market must any industry give up to the 
foreign low-wage producers before it can be assured by owr negotia- 
tors at GATT of any part of our market ? 

What happened to the domestic household china tableware industrv 
during this period of increasing importations? The combined record 
of shipments of 6 domestic potteries producing 70 to 75 percent of all 
of the household china tableware in the United States shows that 
production had declined each year since 1950, until in 1955 total 
production in dozens was 27 percent below 1950. This, while the 
(lozens of-imported china tableware increased in damaging volune. 

Injury to the domestic china household tableware industry is further 
shown by a study of the profits of four of the larger producers in 
the United States. This statement of the combined operations of 
the four companies showed a gradual decline of profit before taxes 
in 1948 of 13.79 percent to a loss of 1.47 percent in 1954. If figures 
were available for 1955 and 1956, I am confident that even greater 
losses would be shown. 

Now we come to cost equalization. In view of the injuries sustained 
by the industry, on June 22, 1951, we applied to the ‘Tariff Commis- 
sion for proceeding under the cost-equalization provision, section 336 
of the Tariff Act of 1930. In spite of the clear intent of the law, the 
Commission in a split decision denied this application on October 2°, 
Yo. 

We were aware that delaying action until chinaware could be in- 
cluded in a trade agreement with Japan would automatically exempt 
it from said provision of the act. We therefore appealed to Congress, 
and on May 12, 1952, after unanimous approval of the Finance Com- 
mitteee, the Senate unanimously passed Senate Resolution 253, re- 
questing that the Commission— 
immediately initiate and carry out an investigation under the provisions of 
section 336 of the Tariff Act of 1930, as amended, with respect to china, table 

ud kitchen articles specified in paragraph 212 of the Tariff Act of 1930. 

The study was duly carried out, but again the law and intent of 
Congress were thwarted. Four Commissioners, excluding the Chair- 
ian and Vice Chairman, made a ruling on June 24, 1954, on a tech- 
iicality that defeated the action. After being told in previous tavriff- 
rediicing negotiations that our industry would not be seriously injured 
'y cuts in the tariff on medium- and high-price-bracket china because 
the bulk of the competition came from low-price-bracket Japanese 
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china, four members of the Tariff Commission turned down the study 
findings with the claim that Japanese china was not “like or similar” 
to American china, mainly because it was so low priced. 

After comparative costs of production were determined by the 
Commission staff showing that the rate of duty necessary to equalize 
costs of production of Japanese and American medium-grade china- 
ware was 284 percent ad valorem, plus 15 cents per dozen pieces, the 
majority of 4 Commissioners found— 
that imported chinaware of the kind covered by the investigation is not “like 
or similar” to domestic chinaware, within the meaning of section 336 of the 
Tariff Act of 1930, and that therefore there exists no basis for determining the 


difference in costs of production of domestic chinaware and like or similar 
foreign articles for the purpose of the statute. 


Realistically, the Chairman and Vice Chairman of the Tariff Com- 
mission in a dissent, found that: 


We disagree with the majority opinion that imported articles covered by the 
resolution are not “like or similar” to articles made in the United States. We 
are of the opinion that information obtained in this investigation should have 
resulted in the Commission recommending an increase in duty on imports of 
the medium-grade china tableware covered by the resolution. * * * 

The term “like or similar” has been interpreted in a number of decisions by 
the customs courts. The court developed a meaning of the word “similar“ 
as follows: “If goods are made of approximately the same materials, are com- 
mercially interchangeable, are adapted to substantially the same uses, and are 
so used, ordinarily, they are similar.” 


To say that medium-grade china dinnerware made in the United States and 
in Japan are not commercially interchangeable and therefore are not “like or 
similar” because the Japanese ware is sold at a substantially lower price than 
the United States ware would defeat the purpose for which section 336 was writ- 
ten into the Tariff Act of 1930. United States chinaware and that from Japan 
are similar in all characteristics except price, and the respective prices, over a 
long period of time, and in competitive market, bear a close relationship to 
the respective costs of production. 

Unfortunately, this truth did not “shiny 

In view of the discussion about “like and similar,” I have two plates 
that I would like to have you inspect. One was made in Japan, the 
other is made in Syracuse, N. Y. This is an original pattern made 
by a factory with which I am associated. We sell that at retail for 
$178. This is Japanese which sells for $74. It is a 93-piece set. The 
imitation I think everybody will agree is like and similar because it 1s 
an almost exact imitation. ; a: 

The escape clause: On February 11, 1952, the American china indus- 
try, including the potters union, applied for relief from this ever- 
mounting burden by requesting action under the escape clause in the 
trade agreements. On February 6, 1953, the incomplete four-member 
Tariff Commission issued a unanimous decision finding that— 


no sufficient reason exists for a recommendation to the President for action. 


The Commission pointed out that the imports of china under the 
trade agreement rates were not as large as those not under trade agree- 
ment. rates, in other words, the low-price-bracket china which came 
mainly from Japan. The implication was that since only part of the 
imports were affected by reduced rates, in fact, only 25 percent in 


dozens and 45 percent in value, no relief was needed. 

The fallacy of this reasoning is confirmed by the fact that imports 
of china tableware were increasing year by year until by 1955 the 
total increase in 7 years reached 236 percent. 
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The remedy: Gentlemen, you have here an old United States in- 
dustry, in which there is a high labor content, some 60 to 65 percent 
of the factory selling price, with a labor rate of 4 to 9 times the labor 
rate paid for the production of competitive china imported from for- 
eign countries. The experts of the Tariff Commission, after an ex- 
haustive study of comparative costs, report that to equalize the cost 
of production of china in the United States and Japan would require 
an ad valorem duty of 284 percent on the foreign selling price, plus 
15 cents per dozen. 

It is perfectly obvious that we can never secure a tariff rate high 
enough to equalize the low foreign costs of production. 

In our opinion the only possible remedy is the limitation of imported 
china, a quota. Our sdhuntry took action in this respect on December 
12, 1951, when in annual convention the United States Potters Asso- 
ciation passed the following resolution : 

Resolwed, That the United States Potters Association and its individual mem- 
bers do hereby petition the United States Congress to enact legislation that 
will limit the imports of pottery products to a definite quota—such quota to be 
determined after proper investigation and study by the United States Tariff 
Commission and/or other governmental organizations qualified to evaluate the 
facts. 

In this connection I suggest that your committee study carefully The 
Import Quota, by O. R. Strackbein, published April 1953, an excellent 
treatise on this subject too lengthy for inclusion in this statement. 

In connection with the quota, I would like to say that we have in 
our employ a former owner of a pottery at Budapest. He was driven 
out when the Russians moved in. He has been with us now a number 
of years and went this past summer on a tour of investigation. Before 
he left Syracuse I asked him to discuss some of these matters with 
foreign producers. 

Ihave anote from him. He arrived just within 2 or 3 days. 

Now that I am back from an extended trip in Europe on which I studied 
the dinnerware market in Germany, Italy, France, Switzerland, and Portugal, 
I write to inform you that in all the western countries of the European Conti- 
nent the imports are strictly limited by (@) an import quota, (6) by style 
limitations, only ware of the so-called typical Japanese style being allowed to 


come into these countries, thus substantially elminating any harm to the domestic 
china industries in those countries. 


So that quotas are in general use throughout the countries that do 
produce fine tableware. 

Comes now September 10, 1955. Mark well the date for it may be 
the day signaling the extinction of the pottery and china industry in 
= United States. On that date the Japanese trade treaty became 
effective. 

Notwithstanding the fact that 10 separate tariff cuts had already 
been made and Japanese tableware imports had increased 236 percent 
in 7 years, 1948 to 1955, on that day, September 10, 1955, the import 
tariff rates were again reduced severely. 

For the first time since the enactment of the 1930 Tariff Act, the 
rates of duty on commercial (hotel) china were cut severely. I em- 
phasize this because our commercial (hotel) china is the only product 
remaining which can be made on a profitable basis. It should be noted 
that prior to the effective date of the Japanese trade treaty, Japan 
had shipped to the United States an infinitesimal quantity of com- 
mercial (hotel) china. 
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Negotiators of the Japanese trade treaty stated that these cuts were 

made— 
in order to give Japan substantial concessions on the particular types and grades 
of chinaware exported to the United States in largest quantities. 
Based on our experience with the importation of Japanese household 
tableware, we can only expect that these concessions in hotel china 
may well be the guillotine that will end the jobs of many good Ameri- 
cans. 

Your committee has an extremely important assignment, for on 
its deliberations and recommendations may depend the future welfare 
of many industries in the United States, as well as the happiness of 
thousands of employees who have helped to build the United States, 
I am sure that the assignment is in good hands and that due considera- 
tion will be given the needs of that segment of our United States in- 
dustry that is presently bearing the brunt of the devasting onslaught 
of cheap labor importation. 

Our pottery industry believes that it has demonstrated need for 
relief, and we trust the recommendation of your committee will result 
in revision of the laws that will prove fair and equitable to all Ameri- 
cans. 

Gentlemen, there is still one item of which I would like to speak. 
That relates to the importation of foreign china with a paper sticker. 
I quote from section 304 of the Tariff Act of 1930: 

Marking of articles except as hereinafter provided.—Every article of foreign 
origin imported into the United States shall be marked in a conspicuous place as 
legibly, indelibly, and permanently as the nature of the article will permit with 
the English name of the country of origin of the article. 

For 50 years or more all importations of china tableware were 
marked indelibly in the process of production in strict accordance with 
the above requirement. On October 23, 1953, the Bureau of Customs 
published and released Circular Letter No. 2865, liberalizing the 
method of marking imported china by permitting the use of a paper 
sticker in place of the indelible marking. 

Why the liberalization was made has not been divulged by Customs. 
Increasing quantities of Japanese china are appearing in retail stores 
with paper stickers. Since the indelible mark can be applied during 
the process of manufacture at less cost than the subsequent marking 
with paper stickers, there is no advantage involved for the manufac- 
turer. All of the United States production of chinaware is indelibly 
marked. 

We find samples in retail stores from which paper stickers have been 
removed. Iam advised that recently in a New York City retail store 
a customer saw on display Japanese china represented by this plate 
here. The pattern is marked “Blue Danube.” It is an exact copy of 
a famous Meissen design. The name of the original Meissen was 
Blue Onion. This they have marked Blue Danube. It has an in- 
delible mark. The word “Japan” does not appear on the indelible 
part but there is a paper sticker. This pattern is sold in large quanti- 
ties in the United States. 

The woman entered this New York store, saw the pattern, recog- 
nized it for what it was, an imitation of the old Onion pattern, was 
about to make up an order when she turned it over and found the word 
“Japan.” She said, “My husband will not permit me to buy anything 
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made in Japan.” She was told she could wash it off and nobody would 
know where it came from. Since there is obviously involved an ele- 
ment of evasion or deception, we do not believe that Treasury and 
Customs should lend their support, and suggest that the liberalization 
be canceled by whatever measures are required to make certain that all 
imported china is indelibly marked with the name of the country of 
origin. 

Gentlemen, one more thing. I can scarcely let pass without com- 
ment the testimony of the gentleman who preceded me, Mr. Percy. 
He spoke of the mobility of labor. He did not tell you how mobile 
it really was. We have in central New York a number of manufac- 
turers who deal in metal. In one case a special product made for air- 
planes was sold by the Syracuse firm for $1.22 a pound. ‘The competi- 
tion in the States finally drove the price down to just under a dollar. 
A few months later England took the contract for this particular 
part that was used in airplanes at a price below 50 cents; indicating, 
of course, that it could be made, the labor was mobile, it could be made 
in England by their people as well as by the American producers. 

We know of others who have been compelled to make parts in the 
United States, ship them to Sweden or other countries where they can 
have them assembled at a much lower cost than they can be assembled 
in the United States. 

We have, in the pottery industry, done a great deal in the way of 
automation. I think we are topheavy in engineering because we see 
the necessity of cutting costs. 

Even with such automation as we can make, the costs of production 
have risen much faster than has the selling price. 

That, gentlemen, concludes what I have to say. 

Mr. Harrison. Mr. Torbert, I note you speak critically of the action 
of the Tariff! Commission. Do you feel that Congress should have 
any appellate authority over the factfinding jur isdiction of that body ¢ 

Mr. Tornerr. We know something about how the Commission 
lias been constituted in the past. When I speak of a split decision, 
+ members, there were 2 Democrats and 2 Republicans. I think if 
you study the decisions made in a good many things, you will find it 
was somewhat on a political basis. 

Mr. Harrtson. What suggestion would you have so far as what 
Congress could do in that respect ? 

Mr. Torserr. I have no suggestion to make. I think they have ap- 
pointed good men to the Tariff Commisison and I think they will 
continue todoso. I have no further suggestion as to that. 

Mr. Harrison. Thank you. Mr. Martin? 

Mr. E. Martin. No questions. 

Mr. Harrtson. Mr. Morrison. 

Mr. Morrison. I wonder if your testimony has made clear the dif- 
ference in scope of the 336 investigation and the escape clause investi- 

gation, that they related to different categories of imports. 

Mr. Tornerr. Yes. Well, they were related to the bulk of the im- 
ports, both of them. They were related to the imports of foreign 
china. 

Mr. Morrison. But the escape clause action related to those that 
were under concessions at the time the escape clause action was taken. 

Mr. Torpert. Yes. 
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Mr. Morrison. And the 336 case to those that were not under trade 
agreement concessions at that time. 

Mr. Torsert. The point, sir, I think is this: That the rates, whether 
on those which have been lowered or those which have not, the rates 
were already so low or their costs were so low that there was no deter- 
rent to the imports. Whether it was under the escape clause hear- 
ing or under 336, the imports were constantly increasing. And yet 
we got no relief. 

Mr. Morrison. This is not particularly related to your testimony 
but there are cases of this sort where action is prevented under one 
clause, under 336, because the law provides that items that are sub- 
ject to trade agreement commitments are not subject to 336 action, 


whereas escape clause proceedings can only relate to those imports that 
are subject to concessions. 


I thought the attention of the committee might be called to that 
feature of the law which sometimes leads to complications. 

Mr. Torserr. Yes. I think I pointed out in my testimony that we 
realized that if the Japanese Treaty had been written and con- 
cluded, then we would not be able to include that segment of the im- 
ports under the 336 investigation. 

Mr. Morrison. That is all. 


Mr. Harrison. We thank you very much for your appearance and 
the information you have given the committee. 
(The following statement was submitted for the record :) 


STATEMENT ON BEHALF OF THE UNITED STATES Porrers ASSOCIATION 


By Joseph M. Wells 


It is very gratifying that the House of Representatives has seen fit to authorize 
the appointment of this subcommittee to investigate and study the effectiveness, 
operation, and adequacy, of the customs and tariff laws and the trade-agreements 
program, and to ascertain their effect on domestic producers and employment. 
It has been disappointing, however, to learn that so few members of the subcom- 
mittee were present at the public hearings. 

Inasmuch as Mr. E. L. Torbert, vice president of the Syracuse China Corp., has 
testified in behalf of the American Fine China Guild, I will confine this statement 
to that segment of the industry that produces earthen tableware. 

The number of pieces of imported earthen tableware from all countries 
increased 56 percent for the first half of 1956 over the first half of 1955, or a total 
of 660 percent over the rate of imports of 1947. (The increase of chinaware 
imports for the same period is 1,060 percent.) The imports of earnthern table- 
ware from Japan alone showed an increase of 91 percent for the 6-month 
period ending this last July 1. The foreign value of these imports increased only 
61 percent and from all countries 28 percent. In other words, more pieces are 
coming into this country at still lower prices. 

These heavy increases in imports are having a telling effect on the domestic 
tableware industry. 

Figures that have just recently been compiled show that twenty-odd American 
companies producing 85 percent of the country’s earthen tableware showed a 10ss 
in the first 6 months of operation in 1956 of $61,724 before taxes and $192,334 
after taxes. The profits of these companies have dwindled from over $6 million 
in the black in 1947 to present losses stated above. Sales, production, and 
total man-hours worked have also shown a steady decline during this same period. 

Representatives of the pottery industry have repeatedly during the past 7 or 5 
years testified before committees of the Congress, the United States Tariff 
Commission, and the Committee for Reciprocity Information of the damaging 
effect that the increasing flood of low-cost foreign tableware was having 00 
profits, production, and take-home pay of its workers. 

The results of attempts of the china tableware division of the industry to 
obtain relief through the Tariff Commission as described in Mr. E. L. Torbert’s 
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testimony before this committee has been most discouraging. This discourage- 
ment has been furthered by the experiences of other American industries who 
have tried to get help by means of the “escape clause” provision but who were 
turned down by a White House rejection although relief had been recom- 
mended by the Tariff Commission. 

Although the situation has steadily worsened since 1947 the industry has had 
no relief but instead there have been further decreases in the ad valorem rates 
and through the enactment of customs simplification legislation other devices 
have been contrived for further reduction of the tariff. 

A tariff that would afford adequate relief for this industry would call for a rate 
close to 800 percent ad valorem. Such a rate would almost be impossible to ob- 
tain and furthermore if it was imposed it would be looked upon as being exorbi- 
tant. It would practically prohibit imports from other countries than Japan, 
who have higher costs. The only other alternative would be a multiple column 
tariff basis on the country of origin or a quota. 

The industry has given serious consideration to this matter and has concluded 
that a quota is the only practical solution to the situation. They believe that 
such a quota should be determined by the United States Tariff Commission after 
proper investigation and study. 

While it is agreed what the apparent sclution of our problem should be there 
is doubt that under the dictation of GATT—The General Agreement on Tariffs 
and Trade, to which the United States is a quota on pottery imports 
would be allowed. The reason for this doubt is the ban on quotas that has been 
agreed upon by the 35 signatory countries of GATT. This means that these 
countries agree not to “establish or maintain” import quotas or, to say it another 
way, that no new quota will be established and that existing ones will be elimi- 
nated. There are exceptions, however, to these rules, but obviously most of them 
are not applicable to the United States. For example: 

1. Import quotas may be imposed by countries suffering from doliar shortage 
(not applicable to United States). 

2. Import quotas may be imposed by undeveloped countries to protect their 
industrialization (not applicable to United States). 

3. Import quotas may be used as a temporary measure to restrict the entry into 
this country or foreign farm products provided the Government has restricted 
domestic production of the same product. (This one is applicable to the United 
States. ) 

Although exception No. 3 was applicable to the United States it is restricted 
to agricultural products and does not include industrial products such as table- 
ware, 

Regardless of the ban on quotas in the General Agreements on Tariffs and 
Trade the Congress of the United States has clearly given in section 7a of the 
1951 extension to the Trade Agreements Act the authorization of an import quota 
as a remedy for serious injury under the “escape clause” provision. 

In view of this apparent conflict between the laws of Congress and the GATT 
stricture on quotas the question now is which will have priority over the eco- 
homie welfare of American industry. 


Mr. Harrison. The next witness is Mr. Harold F. Cary, general 


manager of the American Tunaboat Association. 
About how long do you think it will take to present your testimony ? 








TESTIMONY OF HAROLD F. CARY, GENERAL MANAGER OF THE 
AMERICAN TUNABOAT ASSOCIATION 


Mr. Cary. Ten or eleven minutes. 

Mr. Harrison. You go right ahead. 

Mr. Cary. Mr. Chairman and members of the committee, my name 
is Harold F. Cary, general manager of the American Tunaboat As- 
sociation, a group of boatowners organized as a cooperative marketing 
association under the laws of the State of California. 

My testimony will give you a brief history of the tuna producers 
in the initial building, later development, and still later decline of 
this segment of what may be termed the tuna industry. Imports were 
a factor in declines. From this experience some observations will be 
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made concerning the effect of imports and of trade policy on the 
domestic tuna producer. 

In previous appearances before the Ways and Means Committee 
and other Federal committees and commissions, we have presented 
complete statistical analyses of the tuna producer’s situation. My 
testimony today will deal in reasonably broad outlines and not with 
precise or s. We will appreciate the opportunity to file relevant 
statistics as an addition to this statement before the close of the record. 

Mr. Fiumnisote. Without objection, it will be filed with your testi- 
mony. 

(The information referred to, when received, will be placed in the 
committee files. ) 

Mr. Cary. The history of the tuna business may be viewed in five 
broad time periods of rise and fall. 

The first started in 1903 with the failure of the California sardine 
fishery. After slow initial development the impact of World War I 
stimulated a rapid development. The postwar readjustment was 
unusually severe as manifested by numerous business failures in the 
industry. There was no foreign trade in tuna. The problems were 
purely domestic. 

In the early 1920’s there was a recovery which brought further 
market expansion, and the building of more and better equipped 
boats. The virtual disappearance “of the albacore—the principal 
species of tuna then fished—brought a sharp decline in 1926. There 
was no import or trade problem in this second period. 

By this time fishermen were already beginning to shift emphasis 
to other species which from 1926 on were to furnish the greatest per- 
centange of tuna for the domestic canners. As the demands of the 
market for stability of supply grew, larger boats were built to find 
those species available in abundance. In the late 1920's the larger 
market provided, for the first time, an outlet for some Japanese tuna. 
Imports were principally canned tuna in moderate quantities at first— 
ae tuna imports were existent, but not in important quantities. 
By 1932 canned-tuna imports rapidly jumped to almost one- quarter 
of the domestic market and by 1933 this was greatly exceeded. The 
domestic industry was severely injured. An investigation by the 
Tariff Commission, section 336, resulted in Presidential action in 
1934 raising the duty rate on canned tuna in oil to 45 percent. This 
was from the preceding 30-percent rate. This ended the third period 
of time. 

Following this action, imports declined to a somewhat lower level 
than in 1953 although rising on the average with each year while 
production of the domestic fisher y increased, the market increased and 
fishermen met this by building more and vastly improved designs of 
boats. This course, as before, was far from smooth as many complex 
technological and economic problems had to be solved. They were 
worked out at great cost to the boatowner. This fourth period of 
expansion halted in 1941 when the United States Government con- 
— the major producing boats for use in World War II—the 

Japanese having become a lesser factor in tuna a short time previously 
as they became more deeply involved in the Chinese war and in prepa- 
rations for the Pacific war. 

The fifth period began before World War IT was ended as the De- 
fense Fisheries Administration, in its endeavor to produce more pro- 
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tein food, authorized the construction of tuna fishing boats. The 
market which had declined because of short supply now began to be 
rebuilt. By 1946 production was nearing prewar levels and it sur- 
passed them in 1947. New production records were set through 1950 
with a severe decline ending this period in 1951. The market ex- 
pansion in this period had made room for imports as it had in the 
late 1920’s and early 1930’s. Imports saturated the market in 1950 
as they did almost 20 years earlier and severe distress became evident in 
1951. 

In each of these five periods there has been a rise and then a decline 
bringing the period to an end. 

We are now in what can be called an extension of this fifth time 
period which continues to the present notably unmarked by any sus- 
tained rise or recovery in domestic production to the 1950 levels and - 
actually a straight line decline as its principal feature—except as we 
view imports w hich have increased steadily and spectacularly. 

As in 1983 when imports caused injury we have sought Government 
assistance in these late years. Unlike 1933, none has been extended 
even though the measurements of the problem clearly show far more 
severity. 

The decline of the last few years is more complex in its origins than 
that of 1932 and 1933 because it involves more than one form of im- 
ported tuna. This has means more than one form of relief requested 
from the Government. 

First we must consider the forms of imported tuna. 

Tuna canned in oil was dutiable at 45 percent following the Presi- 
dential action of 1934. In 1943 a trade agreement was negotiated with 
Mexico reducing this to 2214 percent. Mexico denounced this agree- 
ment in June of 1950 for reasons wholly unconnected with tuna. Asa 
result the duty rate reverted to 45 percent on January 1, 1951. An- 
nouncement of this pending increase brought an amount of canned 
tuna in oil to this country in the last few months of 1950 which ex- 
ceeded by several times any comparable period or any previous year’s 
total—36 million pounds compared to the previous high of 14 million 
pounds in 1933. This caused a collapse in the United States canned 
tuna market and set in motion a series of reverses which still affect 
the domestic producer. 

Frozen tuna was already a large import item by 1950. It was and 
is free of duty. The flooding operation in canned tuna in 1950 ruined 
the export market in canned tuna for a time so that greatly increased 
emphasis was placed on frozen tuna. This resulted in idling most 
of the domestic tuna fleet by the summer of 1951. 

By late 1951 the Japanese shifted emphasis in canned goods to tuna 
canned in brine, even though frozen tuna exports continued to increase 
steadily. Canned tuna in brine substituted for canned tuna in oil and 
since has virtually replaced it in United States-Japan canned tuna 
trade. ‘The chief reason was that the duty rate on this commodity was 
only 1214 percent compared to 45 percent on canned tuna in oil. This 
duty rate was set in a trade agreement negotiated in 1943 with Iceland, 
ae ountry producing no tuna in any form. 

As a result of these violent changes, the producers made appeals to 
the Government to act in the matter in accordance with trade policy 
and authority delegated by law. The producer-fisherman had to be 
most active because, unlike the canner, all forms of imports affected 
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him and acted to destroy his opportunity to fish, a prediction made 
to the Committee for Reciprocity Information as early as 1948. 

These were the actions taken as far as Government was concerned 
and these were the results obtained : 

1. In 1950, following notice of termination of the trade agreement 
by Mexico, the industry asked the Department of State to proclaim 
the duty increase on canned tuna in oil at once instead of waiting 
until January 1951, making clear that the market would be flooded 
if nothing was done. Our advice was unheeded. The domestic tuna 
market was flooded and nearly ruined for a time, the fleet stopped 
during its most productive season, and forces set in motion which still 
harass the domestic producers. 

2. In 1951, as our fleet became idle, we asked the State Department 
for action. We were told that frozen tuna was a duty-free item and 
that only the Congress could act to provide relief. The matter was 
brought to the attention of this committee. A bill was prepared and 
reported out favorably by the committee, providing for a temporary 
tariff of 3 cents per pound. This was passed by the House of Repre- 
sentatives. The Senate Finance Committee similarly approved the 
action. The bill was finally defeated on the floor of the Senate in 
1952 after vigorous opposition expressed by the Secretary of State. 

3. In 1952 we joined in asking the Tariff Commission for an escape- 
clause investigation on the commodity tuna canned in brine. Even 
though each criterion for injury set forth in the Trade Agreements 
Extension Act of 1951 was met, the Commission voted 3 to 2 to recom- 
mend no remedial action. 

4. In 1955, because the situation had grown progressively worse, 
domestic producers asked the executive department to negotiate a 
quota agreement with Japan. Six of the executive departments were 
asked to study the problem and came to the conclusion that nothing 
could be done ona quota. Two views were given: 

A. Under existing law the only way in which such a quota could be imposed 
by the President by proclamation would be pursuant to an escape-clause pro- 
ceeding under the Trade Agreements Extension Act. This approach is unavail- 
able, however, because, as you know, there is presently no concession on imports 
of fresh or frozen tunafish in any of this country’s trade agreements. An escape- 
clause proceeding before the Tariff Commission may not, as you are aware, be 
initiated unless there has been such a concession. 

B. The departments * * * also examined the possibility of an executive agree- 
ment between the United States and Japanese Governments as to the amount 
of fresh and frozen tunafish that Japan would ship into this country. The 
difficulty with this possibility is that it would be in direct conflict with existing 
international commitments from which the United States derives important 
advantages * * *. The departments gave this possibility every test but con- 
cluded, in the last analysis, that it was not feasible. 

The letter in reply stated that certain positive steps, listing six, could 
be taken to assist the domestic producers. All were studied in detail, 
acted upon, and found to be unproductive of result. 

The Government did initiate some action of its own in regard to 
tuna. In 1955, following earlier hearings by the Committee for Reci- 
procity Information and the Tariff Commission, it negotiated a trade 
agreement with Japan making the sorloming concessions : 

1. Binding against any increase the duty-free status of albacore, one 
of the species of frozen tuna. 

2. Reducing the duty rate on tuna canned in oil from 45 to 35 
percent. 
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3. Binding the 121% percent rate on tuna canned in brine—plus an 
agreement giving the United States the permissive right to proclaim a 
higher duty if imports of tuna in brine exceed 20 percent, a figure 
not yet reached. 

Following this the item, “Tuna canned in brine,” was withdrawn 
from the Icelandic trade agreement. This gesture had no practical 
significance as the 1214-percent duty rate was now safely bound 
against increase in the Japanese trade agreement. 

This is a brief history of some turbulent years covering our develop- 
ment and our acquaintance with trade policy. 

From this we can first draw a comparison in stating that the tuna- 
import problem, when it appeared in 1933, was acted on effectively 
by Government in 1934 and a steady growth of the domestic industry 
followed and continued. Failure to recognize the problems and act 
on any part in any direction since 1951, despite appeals, has seriously 
injured and presently continues to injure seriously, our domestic pro- 
ducers. Furthermore, the threat of greater injury hangs over us. 

This hearing is concerned with the impact of imports on a domestic 
producer. The injury to our domestic producers in late years can be 
quickly summarized as follows: 

Our fleet in number of boats and in potential capacity has steadily 
declined. In that same time, the Japanese fisherman, fostered by their 
Government, have added an entirely new long-range tuna fleet, larger 
in number and in tonnage than our entire domestic tuna clipper fleet 
and, in our opinion, at a rate never matched by any fishing fleet in 
the world. Our production has declined. In that same time, because 
of fleet expansion, the Japanese production of tuna—particularly the 
yellowfin species, which is most competitive with our own—has vastly 
increased. Our share of the domestic market has declined, as have 
our prices, employment, share earnings, and profits. 

This hearing is concerned with trade policy as well as the impact 
of imports. We can make these observations as a result of our 
experience. 

1. Trade agreement negotiations appear to have been conducted 
without adequate study and information. The inclusion of a duty 
reduction on canned tuna in oil in the Mexican trade agreement is 
evidence of this. Apparently, the hope was that canned-tuna imports 
would be stimulated from that source to compensate for the United 
States tuna fleet’s being taken over by the United States Navy and 
other defense commands. The fact was that there was no reasonable 
expectation of getting the materials which were in short supply for 
building canneries, machinery, docks, and boats or for canning tuna 
itself. The figures show that in the last 4 years of that trade agree- 
ment’s life, the United States imported 55 million pounds of canned 
tuna with less than 100 pounds coming from Mexico. 

This duty reduction was to bring about an enormously complicated 
situation in 1950. 

2. Trade-agreement negotiations have been conducted without full 
definition of the specific items affected by duty cuts. The Icelandic 
trade agreement is evidence of this in setting a duty rate on canned 
tuna in brine. This was included in a basket category of items later 
held to include canned tuna. Negotiations concerned products of 
Iceland and we gave concessions on many such products. Iceland did 
not and does not produce tuna and has no interest in it whatsoever. 
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This duty cut changed the course of tuna trade beginning in 1951. 

3. Trade-agreement negotiations have been conducted with coun- 
tries which were not principal suppliers of a commodity on which a 
duty cut was negotiated. Evidence of this is found in Mexican trade 
agreement on canned tuna in oil and in the Icelandic trade agreement 
on canned tuna in brine. These duty cuts caused violent changes 
in tuna trade. 

4. The handling of trade matters almost solely by the executive 
branch, instead of the legislative branch, of Government has brought 
a lack of responsiveness when action based on a commonsense view- 
point was needed. Evidence of this is found in the appeals to the 
State Department in 1950 to act quickly on restoration of the 45-per- 
cent duty on canned tuna in oil to head off a flood of Japanese canned 
tuna. Nothing was done—the flood came with the results still being 
felt by the domestic producer. 

5. Tariff Commission escape-clause investigations reports should, 
in addition to any other information given, address themselves in a 
separate section exactly and specifically to the statistics covering the 
factors to be considered as set forth in the Trade Agreements Exten- 
sion Act. In this manner, a clear picture can be made available of 
these basic factors required to be used in making the decisions reached 
with no mixture of fact and opinion. For example, in the case of 
canned tuna in brine, this is not set forth in a manner calculated to 
make it easily known whether or not the criteria were met. 

6. The Committee on Reciprocity Information if it is to continue 
its function to make decisions or to affect decisions on concessions to 
be made by the United States in trade agreement negotiations should 
make clear what criteria it uses to select items for negotiation and what 
criteria it uses to determine the extent of concessions to be given. To 
claim any help under present law such as a duty increase, the domestic 
producer or industry must show injury by specific definitive forms of 
agreement. If the CRI is to cause duty reductions it has a public 
duty to show cause why this is good and should use specific definitive 
forms of measurement. 

Prior to the hearings in the Japanese trade agreement negotiations 
a list of questions was sent to the Chairman of the Interdepartmental 
Committee on Trade Agreements. We needed information in pre- 
paring our views. We wanted to know what was being done by these 
men who had power to make concessions injurious to the business we 
had built. Among the 16 questions asked were: 

1. What was the source of the suggestion that the item “fresh or 
frozen tuna” be placed on the tentative list for consideration ? 

2. What organization or group made the decision that placed it on 
the published list for possible negotiation ? 

3. What criteria were used as a basis for deciding to place this 
item on the published list ? 

4. What was sought to be accomplished by placing it on the pub- 
lished list ? 

(a) A binding of the duty-free status ? 

(6) Imposition of a tariff? 

(c) Agreement upon a quota? 

(7) Any combination of the foregoing ? 
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>. After hearings, what criteria will be used in the decision of the 
Committee on Reciprocity Information to negotiate or not to negotiate 
this particular item in a trade agreement with Japan ¢ 

6. (a) Can a negotiation of a ‘trade agreement with Japan result 
in a tariff or duty rate being placed on fresh or frozen tuna ? 

(6) Can a quota be agreed upon, and implemented by, this trade 
agreement negotiation ? 

(c) If the free duty status is bound in the trade agreement will it 
place the subject beyond the scope of congressional inquiry or action ? 

. If the duty-free status is bound in the trade agreement, by what 
met ans can it be subsequently removed from the trade agreement ? 

(a) If Japan isa member of the GATT ? 

(b) If Japan is not a member of GATT ? 

8. If the duty-free status is bound in a trade agreement what benefits 
did you consider would acer ue to the Japanese 

9. If the duty-free status is bound in a trade agreement what bene- 
its did you consider would accrue to producers in competing 
countries ? 

10. If the duty-free status is bound in a trade agreement what 
benefits did you consider would accrue to the United States producer ¢ 

11. If the negotiations bind the present duty-free status, what did 
you estimate to ‘be the effect upon the volume of i imports of fresh and 
frozen tuna from Japan (this can be given in terms of percentage 
or pounds of increased imports) ? 

12. If the negotiations bind the present duty-free status, what did 
vou estimate will be the increase or decrease in the volume of fresh 
or frozen tuna imports from other competing countries (this can be 
given in terms of percentage or pounds of increased or decreased 
imports) ¢ 

13. If the negotiations bind the present duty-free status, what did 
you estimate would be the effect upon the American producer in his 
permitted ability to provide production for the United States market ? 

i4. Is there any particular concession which the committee has in 
mind to obtain from Japan in binding the duty rate on fresh and 
frozen tuna at its present zero rate ? 

15. What is the volume and value of such products ? 

l6. As a part of the proceedings growing out of the decision to ne- 
gotiate a trade agreement with Japan the Tariff Commission will 
hold hearings in respect to the establishment of peril points. Can you 
advise us what procedure will be used to establish a peril point in 
respect to an item which is presently duty-free 

The reply to this letter and to this particular set of questions was, 
in part, as follows: 

I think it would be inappropriate for me to try to describe in detail the 
considerations that led to the decision to list any specific items. Apart from 
other considerations, obviously fresh or frozen tuna is such an important 
product in the trade with Japan that it would be difficult to explain why 
the United States was not prepared even to consider the possibility of a con- 
ey As you know, such consideration cannot be given unless a product is 
; In view of the fact that no decision regarding a concession on fresh and 
frozen tuna has been made or should be made until all available information 


has been considered, I cannot completely answer questions 4 and 6 of your 
second set of questions. However, as you may know, the Trade Agreements 
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Act specifically prohibits the transfer of items between the dutiable and free 
lists. If tuna should be the subject of a concession, this would not, of course, 
preclude congressional inquiry or action, but it might be expected that the 
Congress would give careful consideration to the international obligations of 
the United States before taking action which might impinge upon them. 

Trade agreement eoncessions may, of course, be modified in accordance 
with the provisions of the agreements. One possible basis for modifying the 
concession would be a determination by the President under established escape 
clause procedure that such modification is necessary to prevent or remedy serious 
injury being threatened or caused the American industry producing like or 
competitive products. 

It is not possible to furnish definitive replies to questions 8 through 15 on 
pages 2 and 3 of your letter if for no other reason than that no decision has 
as yet been reached even to offer a concession on fresh or frozen tuna. If it 
should finally be decided to grant a concession, individual opinion would probably 
differ as to the precise effects to be expected from it. The trade-agreement pro- 
cedure, however, provides a mechanism for obtaining a consensus of the best 
judgment available, taking into account all of the interests involved. Should it 
ultimately be decided that a concession on tuna is advisable, it will be granted 
only on the basis of existing legal requirements which include taking into account 
the peril-point findings of the Tariff Commission, the requirement to avoid con- 
cessions which threaten domestic production needed for national defense needs 
and in the light of all pertinent data. In any event, reciprocal concessions must 
be obtained for concessions granted by the United States, thus serving to reduce 
trade barriers and to expand United States exports. 

So far as question 16 is concerned, any comments could appropriately be made 
only by the Tariff Commission, which has the responsibility for making such 
determinations. 


However, one clearly announced purpose of the negotiations was to 
improve the dollar earnings of Japan by increasing imports from 
Japan. By the end of 1955 imports were increased over 1954 levels— 
frozen tuna more than 12 percent and canned tuna by more than 12 
percent. The plan only partially succeeded, however, as dollar earn- 
ings on frozen tuna were down over 12 percent while those on canned 
tuna were up less than 2 percent. In the aggregate, despite substan- 
tially increased imports, dollar earnings were down over 8 percent. 
This year will probably show the same pattern by year end. 

What has resulted has been a considerable trade war in this com- 
modity with a drastic effect on prices and all those things that follow. 

7. We believe that quotas can be fairly used as an instrument of 
meeting emergency situations and as a long-range approach to a trade 
problem. The Japanese sought agreement on these vexing tuna trade 
problems with the Department of State and in this the Department 
would not act. A happier result could have been achieved, diplomatic 
relations would not have been strained, and the economic course could 
have been charted with some assurance in each country had the two 
governments worked on what one of those governments proposed. 

The trade policy of the United States is to expand trade and improve 
our relationships without bringing serious injury to an American in- 
dustry. The Trade Agreements Act is renewed from time to time in 
furtherance of this policy. 

The tuna producer has seen an expansion of tuna trade brought at 
the cost of a decline in his own business. 

The trade policy of the United States is not implemented as far as the 
tuna producer is concerned. 

Mr. E. Marin. Recently there have been some reports about a Fed- 
eral Trade Commission proceeding. The paper I read indicated that 
one of the complaints of the Commission was that the American tuna- 
fish industry had taken some improper steps to restrict imports from 
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Japan. What I wonder is whether any of those steps alleged to be im- 
proper could have been your efforts to get governmental relief—that is, 
in the form of tariff protection or something of the sort. 

Mr. Cary. This is a matter of litigation. I am not an attorney. I 
suppose it is inappropriate to answer charges publicly which should 
be answered in some place of competent jurisdiction. 

Mr. E. Martin. I was not asking you to answer the charge. I want 
to know whether your efforts to get tariff protection have been the 
subject of a complaint. 

Mr. Cary. I do not know the genesis of the complaint, or the basis 
for it. We have made efforts, and made them strenuously, to provide 
assistance. So far as import statistics themselves are concerned, in 
our field, they show no evidence that anybody has been held down at 
all insofar as exporting tuna to this country 1s concerned. 

Mr. E. Martin. You are aware that the Federal Trade Commission 
is complaining against you for your efforts; are you not ? 

Mr. Cary. I am not aware that our efforts are part of their com- 
plaint at all. 

Mr. E. Martin. As I gathered from your statement, you do not sug- 
gest that the duty on tuna in brine was deliberately cut in the trade 
agreement with Iceland. 

Mr. Cary. It could not have been. It could not have entered any- 
one’s mind because it was not an article in commerce. It was included 
in a basket category. 

Mr. E. Martti. What happened, was it not, that a general provision 
for canned fish was involved and the tariff was cut on this general pro- 
vision, the catchall ? 

Mr. Cary. That is right. 

Mr. E. Martin. After the war someone got the bright idea if he 
canned tuna in brine it would come in at 121% percent. 

Mr. Cary. Exactly. 

Mr. E. Martin. As a result of that, do you think it would be wise 
for every trade agreement concession on a general provision of the 
tariff to enumerate there specifically and exactly what items are in- 
tended to be covered? That would run into a great deal of detail, I 
may say. 

Mr. Cary. It would, but there are a great number of people working 
cn it, and I do not think it would cause any undue strain. ‘The persons 
who are domestic producers are required in the event of any distress, 
wherein the Government is concerned in trade matters, to go to a great 
deal of work to provide exact information as to why something should 
or should not be done. I do not think that would be a requirement that 
the Government could not meet. It should act only on those things of 
which it has knowledge and exact knowledge. If it has no knowledge 
the action should not be taken. 

Mr. E. Martin. Your objection would be met, would it not, if there 
were some effective and speedy procedures for correcting a situation 
such as canned tuna in brine, when attention was called to it? 

Mr. Cary. Yes. i 

Mr. E. Martin. You suggest that the Tariff Commission’s peril- 
point report should show the statistics on the statutory factors regard- 
ing the subject of injury. Do you have any evidence that they do not 
to the extent that such statistics are available? 

83979—56—pt. 2——12 
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Mr. Cary. In the reading of that particular one I. cite, and from 
reading some others, perhaps I am bound by figures, being an account- 
ant some time ago, I do not think those factors emerge clearly. Cri- 
teria are listed which concern production, prices, profits, wages, em- 
ployment, relative imports, absolute imports. It appears to me quite 
clear that we could separate that section of the report and precisely 
concern ourselves with information that bears on those criteria. Any 
comment, or what it all means, should be reserved for some other sec- 
tion of the report. I find an admixture of comment and fact. 

Mr. E. Martin. I thought that you were complaining they did not 
show the statistics as fully as they might. You are just suggesting 
that the statistics be separated from comment ? 

Mr. Cary. I am observing, not necessarily complaining, that it 
would be far clearer were they separated. 

Mr. Morrison. Do you think that the tuna fishing sector of the 
industry would have benefited by any action that might have been 
taken in Tariff Commission proceeding ? 

Mr. Cary. What proceeding ? 

Mr. Morrison. The escape clause proceeding which related to tuna 
canned in brine. 

Mr. Cary. I think I can answer it as I have in my statement. The 
domestic producer supplies a market, and that market is supplied from 
many sources in many forms. All forms act to take up part of the 
market and do affect the domestic producer. Therefore, any regu- 
lation in that field would act to aid the domestic producer. The 
answer would be “yes.” 

Mr. Morrison. The domestic tuna canners are supplied in large 
part with frozen tuna from Japan; are they not? 

Mr. Cary. Yes, that is so. 

Mr. Morrison. What I am asking is, so long as frozen tuna remains 
free of duty, and it was not affected by the escape clause action 
because it was not the subject of a trade agreement commitment, 
could the tuna fishing interests of the United States be benefited by 
any action under the escape clause proceedings ? 

Mr. Cary. Our initial thought was in this tuna in brine matter the 
industry itself would have been benefited. It was possible that imme- 
diate benefit would have shifted further attention to frozen tuna. 
That might have made a still greater problem for us, but one we would 
have to meet as we must meet them all in turn. You have a very 
complex situation. You have tuna coming in duty free when it is 
frozen. 

Now, since the trade agreement negotiation with Japan frozen tuna 
has been separated out, as it were. Frozen albacore is bound duty 
free and therefore there is a concession, and on that you could move 
to the Tariff Commission to request some action. The bulk of tuna 
‘anned in the United States is made up of the species yellowfin and 
skipjack. These are likewise duty free but not bound in any trade 
agreement. So in frozen tuna, you have a divided approach. A 
remedy on frozen yellowfin and skipjack tuna would have to be effected 
through congressional action. Tuna canned in brine is dutiable at 
1214 percent. Tuna canned in oil is dutiable at 35 percent, so you 
have a lack of relationship in these which makes an exceedingly 
complex problem. 
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Mr. Morrison. Of course, by making fresh and frozen tuna or at 
least albacore the subject of trade agreement concession, the Execu- 
tive under the trade agreement authority has authority to impose a 
quota on such imports now that he did not have before; does he not? 

Mr. Cary. That I understand to be the fact; if it is so reeommended 
to him, 

Mr. Harrison. We thank you very much for your appearance. 

The committee will stand adjourned until 2 o’clock. 

(Whereupon, at 12:15 p. m. the committee adjourned, to reconvene 
at 2 p.m.) 

AFTERNOON SESSION 


Mr. Harrison. The committee will come to order. Our next wit- 
ness will be Hon. Robert Ashmore, who is our distinguished colleague 
from the State of South Carolina. He has come back to Washington 
for the purpose of testifying before this committee. We are very 
happy to have you here. 


STATEMENT OF HON. ROBERT T. ASHMORE, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF SOUTH CAROLINA 


Mr. Asnwore. Thank you, Mr. Chairman. It is good to be back for 
a short while. I am certainly glad you are permitting me to appear 
before this committee for a few moments on behalf of the textile 
industry. I am here, not as a stockholder or a directly interested 
party in any textile organization of any type. I appear purely on my 
own volition because of my deep interest in the industry as it affects 
the American owner and laborer who earns his livelihood in the mills. 

| thought it would probably be appropriate for me to appear be- 
cause I happen to represent an area that is known as the textile center 
of the world; in fact, my home city of Greenville, S. C., makes claim 
of that fact. The whole Piedmont area is very blessed to have a very 
tremendous textile industry scattered throughout our country. It is 
our chief industrial source of income in that section. 

Seing as closely connected with the industry and the people who 
work in the industry as I am, I feel I have probably shown a little 
ore personal interest and taken more time to study the matter than 
some others who are not as closely connected with it, and maybe my 
interest, study, and experience in dealing with the great American 
industry, particularly as it relates to cotton, would be of some value 
to this committee in trying to determine what they should do in an 
effort to relieve the situation. 

First, I would like to say when I came to Congress in June 1953, 
ny first vote was cast for an extension of the reciprocal trade agree- 
ment. I believe in reciprocal trade, I always have, and, in fact, when 
Cordell Hull instituted, or initiated, the great program that he 
started back in the 1930’s I thought it was fine. It had worked in 
lnany instances to the advantage of all of us in this Nation. But, in 
1955, when H. R. 1 came before the House for consideration, as you 
very well know, Mr. Chairman, there was quite a fight there. The 
textile industry then let their Representatives know what the situa- 
tion would be with reference to a continuation of the present policy, 
or an expansion of the reciprocal trade program. Of course, H. R. 1 
passed. You will recall that it provided for further reductions in 
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tariff rates at the rate of 5 percent per year for the next 3 years, and 
it also gave GATT the authority to make additional reductions in 
tariff rates which were unknown to Members of Congress until an- 
nounced by GATT. H. R. 1 finally passed after an amendment in the 
Senate which provided for the peril-point clause, and it was thought 
that this clause would be a sufficient protection to the textile industry, 
I think the testimony this committee had shows that this peril-point 
clause and the escape clause have not provided the security that the 
textile industry wanted and it has to have in order to exist. 

For one thing, it has taken too long to get a determination after 
these hearings have been requested. You will have more testimony on 
that, and I will not try to go into the details there. You will have 
testimony from others regarding the peril-point and the escape-clause 
provisions. 

When the textile industry objected so strenuously to H. R. 1 anda 
further liberalization of the reciprocal-trade agreements, the propo- 
nents of H. R. 1 and those who would extend these agreements to more 
nations and lower the rates said the textile industry would not be hurt. 
That did not sound exactly logical to me when those who were not 
connected with the industry were trying to tell the people whose 
business it was to operate the industry they knew more about what 
was going to hurt them than those people knew themselves. That 
was one of the arguments in favor of further liberalization in behalf 
of the reciprocal-trade agreements. They gave as one reason whiy 
it would not hurt the textile industry this—they said that Japanese 
imports would not be enough to affect the American market. They 
based that on what had been true in the past. 

Now, H. R. 1 was passed in July of 1955. I think that what hap- 
pened in August 1955, the very next month, is strong evidence as to 
what the imports from Japan mean to this country; that is, the injury 
that these imports were inflicting. 

In August 1955, the very next month after the bill was passed, there 
were more textile goods imported from Japan in that 1 month than 
had been imported during the entire year of 1954. The imports in 
August were before the GATT agreement took effect. They did not 
go into effect until September 10, 1955, I think, and under the agree- 
ment of GATT there were additional reductions in tariff rates, in some 
instances up to 50 percent and in many instances 25 percent, so those 
facts there make it very clear as to.what the future reduction in rates 
would mean and were meaning to the textile industry. 

You have heard people testify here, as I heard yesterday, about what 
it had done to the velveteen market. That is a sad story to me, when 
any industry in this country has lost 90 percent of its business. Also, 
there was testimony about the corduroy market. I had not heard so 
much about that until yesterday. The gingham market is certainly 
in a serious condition. Blouses are in about the same shape, I under- 
stand, as the corduroy manufacturers. And sheeting and pillowcase 
manufacturers are also being hurt very seriously. All of these, and 
many others, have gotten to the point where Japan herself, the indus- 
try, has recognized they are hurting the American textile market and 
in order to remedy that, or in order to prevent legislation, or in order 
to prevent limitations by means of quota, they have, as you know. 
voluntarily agreed to put certain limitations, or quotas, on these 
goods that have come in to such a great extent. They have done that, 
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of course, because they think it will help them. It would be better to 
do it in that way than for the conditions to get to the point here that 
Congress will act and probably go further with the limitations than 
they would like for us to go. But my answer to that is Japan is not 
the one to protect the American industry. That is the duty of the 
Congress. e are here to look out for our own interests, and I think 
that it would be a ot weak argument, I think we would be shirking 
our — and responsibility to say that we will leave that up to Japan, 
particularly under such conditions as they would agree to, that is, a 
voluntary agreement, something that is not certain, something not 
permanent, an agreement they would not have to live up to, or if they 
did live up to it, it could be ended at their will and there would be 
nothing that we could do to prevent it. 

I do not want to take too much time, but I do want to say that I 
believe it is time for Congress to take a very definite look at GATT. 
We, as Members of Congress, know that the Constitution of the United 
States provides that we are to determine tariff and customs rates, 
Congress itself. 

Many years ago this thing was turned overtoGATT. It was taken 
out of our hands. I think that was a mistake. I believe that we have 
put too much authority, delegated too much in the way of authority, 
to control customs and tariffs and duties to the State Department. I 
see no reason why the State Department should have that authority 
and should go to Geneva or to any other place in the world with a 
few representatives from this country and there sit down in confer- 
ence behind closed doors and in secret meetings—and that is what they 
are—and arrange for certain reductions on importations that are 
mightily affecting our American economy. 

There are billions of dollars invested and millions of people who 
earn their livelihood from these industries. This refers not only to 
the textile industry, but to others that you have heard about. I do 
not agree that the State Department should have this authority 
through its representatives at GATT. I think that GATT has gone 
entirely too far. 

For instance, this case—they have told and promised, so I am 
reliably informed—the GATT representatives have promised other 
nations that the United States will not put quota limitations on goods 
that are coming into this country. They are taking our authority. 
They are tending to our business in Congress when they do things 
like that. Although quota limitations are used by other countries, 
they are still willing to go so far as to promise this Government will 
not do that. 

Now, under 3 (a), section 22 of the Agricultural Act, quota limita- 
tions are placed on raw cotton—I believe 25,000 bales. Certainly it 
is a very, very small amount. That was before GATT had anything 
to do with it. We recognize that our raw cotton must be protected 
and we put this quota limitation on it, but we do not do anything, 
or practically nothing, the rates are so low now, to protect goods this 
cotton will te converted into. In other words, they can make the 


cotton goods in Japan, India, Italy, and ship them in almost without 
limitation; so you meet yourself coming back if you do not protect 
the industries that manufacture the cotton as well as protecting the 
- farmers. Two out of every three bales, and some authorities say 70 
percent, of the cotton grown in the United States is used in the United 
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States; so you are not only hurting the manufacturer when you permit 
these goods to come in in unreasonable amounts, but you are hurting 
the producer as well, because two-thirds to 70 percent of his product is 
used here by our own people—and I am speaking now of the farmer. 

It was also said by the proponents that the Japanese goods would 
be inferior and therefore they could not compete with the American 
machinery and mass-production methods. That was one of the argu- 
ments when H. R. 1 was introduced, and one thing that helped to 
carry it over. 

Well, gentlemen, that was true in Cordell Hull’s day. As I stated 
in the beginning, I was for his program, and I still believe in reciprocal 
trade, but there are certain limitations that we must operate within, 
and when we get beyond them you are cutting off your nose to spite 
your face. We cannot reincarnate Cordell Hull or his philosophy 
inthis modern world. It just will not work. 

Here is what I mean: In Cordell Hull’s day in the thirties there were 
no other people in the world who could compete with our mass-produc- 
tion methods. Japan could not do it, and no other people could do it. 
They did not have the machinery to do it, and they did not have the 
know-how. That is not the case today. The Japanese people have 
the same modern machinery that we have in the textile industry, and 
some authorities say they have it in a greater percentage than we be- 
cause so much of their old machinery was destroyed during the war 
their equipment now isnew. Where did they get this new machinery? 
The United States Government and the people provided it or most of 
it—a large part of it by gift and a large part through a $150 million 
revolving fund through which they could purchase it. Then we 
sent technicians to them to help them operate it. 

The Japanese may not be the greatest inventors, or originators, but 
anyone who knows them will tell vou quickly they can imitate and how 
quickly they learn to do what someone else has figured out and shows 
them how to do it. Therefore, they are using this machinery and 
making as good material, as high quality as we, and they are making 
it as rapidly under the same mass-production methods. 

Moreover, they are working overtime and using Chinese labor and 
every other method to outproduce us. The goods that you have seen, 
the exhibits that you saw yesterday, should convince you their mer- 
chandise is as good as ours to the average eye. 

Now, if they can produce the same quality goods and can produce 
them under mass-production methods lke we do, then you hit the next 
question—what does it cost them to produce it? Mr. Chairman, they 
can buy cotton in New Orleans, La., just as an illustration, and ship it 
from there to Japan as cheap as the Denviiia River Mills in Danville, 
Va., can buy and ship it to Danville, Va. It is the cost of the freight. 

Their labor rate is really the crux of the situation. The average 
pay per hour to these people working in the textile industry in Japan 
is 13 to 15 cents and the average pay of the textile worker in the United 
States is $1.30 to $1.50 per hour. So you have a 10 to 1 ratio there and 
the greatest portion in the cost of production of textiles, in my opin- 
ion—and I have talked to some who know—is the cost, of course, of the 
labor. It is not the cost of the cotton. 

So that makes it impossible for our industry to compete with any 
industry that operates or manufactures these goods with a 10 to 1 
advantage in the cost of labor. 
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Now it is said that we have to do this to help Japan to save her 
economy and thus prevent her from going over to the Communists. 
Of course, we do not want her to go to the Communists, and I am in 
tavor of helping her, but I am not in favor of any one industry, or any 
several industries, in this country being sacrificed and throwing thou- 
sands and millions of people out of work and out of a means of earn- 
ing a livelihood, directly or indirectly, and putting various industries 
in bankruptey simply to try and help someone else raise their stand- 
ard of living or help their economy. I do not think it is necessary for 
us todo that. I do not think so much of the burden should be thrown 
on one industry. The textile industry is carrying the greater portion 
of the burden. Others are hurt, but I think the textile industry is hurt 
the worst of all. 

You have read in the press on many occasions—maybe it is not 
published in your papers, but it certainly is in ours—how the textile 
mills are complaining, how mills are being closed down. Here is an 
article dated June 6: Two Textile Mills Closed. Japanese Imports 
Blamed. That is from the Washington Star, New York dateline. 

Senator Payne, of Maine, speaking on the textile import policy of 
the Government, on June 5 said: 

We are creating a condition which could lead to “collapse of any domestic 
industry.” 

There is another article from Providence, R. I.: Textile Imports 
Extend Layoffs for 13,000 Employees. 

I could go on and on. 

We have one mill in my hometown that was in operation for seventy- 
some-odd years. People came there from Massachusetts in 1870, and 
it has operated continuously since then until a couple of months ago 
when it closed down. It was making ginghams, one of the goods that 
has been hurt so seriously. It withstood the depression of the twenties 
and the depression of the thirties. It has withstood all the blows of 
the economic conditions that existed in this country for 75 years, but 
it could not withstand the competition that the Japanese goods were 
making. It lost money for 2 years, yet it was under some of the finest 
cotton-mill management and owners the country affords. 

Colonel Strings, in Lancaster, S. C., one of the biggest manu- 
facturers in the country of pillows and sheets and other products, last 
years announced a $10 million expansion program. This year he 
called off the $10 million expansion program and said that he could 
not go on with it under the present conditions. He lays every bit of it 
to the Japanese importations of cheaply made goods. 

Now, as I stated, I think that we should help Japan, and, if possible, 
save her economy and continue to hold her friendship. 

I would like to suggest a way that I think would be much better than 
the present method we are using to do that. Japan should be helped 
and encouraged to obtain markets for her textile products in her 
natural area, in the section of the world where she is and in the sec- 
tion of the world where people live under the same or similar stand- 
ards of living and therefore could buy the goods she makes, whereas 
they could not buy goods made in this country under our higher wages 
and standard of living standard. There are literally hundreds of 
millions of people in her natural area and many of them are naked 
and half naked and need textiles. I think this country, if we want to 
really help Japan, should go and help her get markets in that area. 
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You know the places I am speaking of—Indochina, Thailand, Burma, 
Indonesia, Malaya, Borneo, and all of the islands and the peoples in 
Southeast Asia. If you do not want to include India and China, 
that is all right, but I see no reason why we should not include, cer- 
tainly, India, and if we are going to permit some strategic goods to 
go to China, why should not be permit nonstrategic textiles to be sold 
to China, and with American help and encouragement it could be done. 
It would not be done if we are going to be forced to consume all of 
this burden of carrying the load for Japan. I think we could, through 
our foreign aid, do it. That is one place where some foreign-aid 
money could be used, setting up brokerage houses or merchants in 
these places and helping Japan if she cannot establish markets there. 
We could do it and spend a little money to help her. We could then 
buy tin, rubber, tung oil, and hardwood from the tropics there in 
Southeast Asia and the Pacific islands that we need, and let them 
come through the Japanese if necessary—let it be a three-way proposi- 
tion. We would be helping Japan to sell her goods and those people 
would be selling their goods and exchanging them back to the Jap- 
anese merchants there. 

I think that is a job that the State Department and the Mutual 
Security organization could do that would render a tremendous service. 

I do not want to take any longer, gentlemen, but that, to me, is a 
much better way to help our friends, the Japanese, than to throw the 
burden on a few industries in this country. 

Mr. Harrison. Mr. Martin. 

Mr. E. Martin. Representative Ashmore, I have heard the argu- 
ment that although Japan has labor rates of about one-ninth of ours 
and has, in the case of cotton mills, machinery about as good as we 
have, but the American mills offset the wage differential by virtue 
of the fact that they make much longer runs of textiles, the machinery 
requiring so much less adjustment than in the case of the Japanese, 
and that accordingly the American mill does not have as great a disad- 
vantage as would appear from the wage differential. 

Mr. Asumore. If the Japanese have the same type of mill and 
machinery we have, how would that be possible ? 

Mr. E. Marry. The argument is the American mill makes a much 
larger run of a particular textile and therefore can make the product 
without adjusting the machinery so much. 

Mr. Asumore. One of the gentlemen who will follow me, Mr. Barkin, 
can tell you more about that than I can. If Japan continues to hold 
its markets the manufacturer will get big orders and will not need so 
many adjustments. 

Mr. Harrison. Mr. Ashmore, we thank you for coming up here and 
giving us the benefit of your views. 

Mr. Asumore. I certainly wanted to express my interest, Mr. Chair- 
man. 

Mr. Harrison. Thank you very much, indeed. 

The next witness is Dr. R. Buford Brandis, chief economist of the 
American Cotton Manufacturers Institute. 

You havea prepared statement, do you not, Doctor ? 

Dr. Branpis. Yes, Mr. Chairman, I do. 

Mr. Harrison. You may proceed in your own way. 
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STATEMENT OF DR. R. BUFORD BRANDIS, CHIEF ECONOMIST, 
AMERICAN COTTON MANUFACTURERS INSTITUTE 


Dr. Branpis. Mr. Chairman and members of the committee, the 
American Cotton Manufacturers Institute contains within its mem- 
bership more than 80 percent of the textile manufacturing capacity 
of this country from Maine through Texas. 

Mr. Harrison. Excuse me, Doctor. Will you state for the record 
your name and residence and the capacity in which you appear? 

Dr. Branpis. Yes. I am sorry. I am R. Buford Brandis, chief 
economist of the American Cotton Manufacturers Institute. My office 
is in Washington. 

Mr. Harrison. Thank you, sir; you may proceed. 

Dr. Branpis. We welcome the opportunity to discuss briefly with 
this committee our experience as an industry with the trade agreements 
program and related commercial policies of the United States in recent 
years. 

Let me begin by saying that we have always believed that expanding 
world trade is a natural accompaniment of growing production and 
rising living standards in this country and broad. We have always 
believed that truly reciprocal trade between this country and other 
nations is highly desirable and, indeed, highly necessary. With these 
general ideas we have had no quarrel, believing that they are sound 
and forward looking. With the day-to-day administration of these 
policies we have quarreled on numerous occasions for we believe sin- 
cerely that, for about a decade, they have frequently been so admin- 
istered as to frustrate the intent of the Congress as set forth in the 
language of the Trade Agreements Act and related legislation such 
as section 22 of the Agricultural Adjustment Acct. 

We believe that these troubles with the program date by more than 
coincidence from the development of the General Agreement on 
Tariffs and Trade in 1947. For example, the State Department 
agreed in GATT—by what authority we do not know—to work to- 
ward the elimination of existing section 22 import quotas and to re- 
port annually to GATT on its progress in that regard. 

Our concept of reciprocal trade 1s a very simple one; namely, that 

reciprocal trade is a two-way street. So far, at least, as the textile 
industry’s experience runs, however, administration of the program 
has made it a one-way street, doing little to remove the worldwide 
barriers to United States cotton textile export trade, but doing much to 
encourage increased imports of cotton textiles into this country. 
_ We feel strongly that the foreign-trade program of the United 
States as administered by the executive department in the last decade 
has not given proper weight to the intent of the Congress insofar as 
United States agricultural policy is concerned. 

We are a manufacturing industry and certainly do not feel quali- 
fied to pronounce on agricultural policy. We are certain the agri- 
cultural interests of this country are much better qualified than we to 
do so. Our concern is that, as a processor of a price-supported agri- 
cultural commodity, we not be caught between the upper millstone of 
agricultural policy and the lower millstone of foreign-trade policy. 
Frankly, this is the position in which we find ourselves today. 

_ As you know, the chief cost factor in the production of cotton cloth 
is raw cotton. The United States Department of Agriculure esti- 
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mates that in July 1956 raw cotton accounted for 54 percent of the 
total cost of producing basic cotton cloth in this country. Overseas 
manufacturers of cotton textiles, because of the raw cotton export pro- 
gram enacted by Congress at its last session, are now buying United 
States-grown cotton approximately 25 percent cheaper than United 
States cotton mills can buy the same cotton. We do no quarrel with 
this program; we did not oppose it in the Congress, recognizing that 
the surplus of cotton in Government stocks had reached such a level 
that some such action was obviously needed. On the other hand, 
we do believe that such a cost differential in favor of our overseas 
competitors created by United States Government action should, to 
a fair-minded person, constitute a major consideration in determining 
the conditions under which our foreign competitors are permitted to 
bring cotton textiles into this domestic market. 

As you gentlemen know, the cotton textile industry of the United 
States has not quarreled with the import quota on raw cotton which 
has been in effect since before World War IT and which assures that 
98 percent of all the raw cotton the United States textile industry 
consumes will be of United States growth and now, of course, as- 
sures also that the raw cotton cost of the United States mill will be 
substantially above that of the overseas mill. 

We recognize that such an import quota on raw cotton is absolutely 
essential if the agricultural policies enacted by the Congress are to 
be made effective with respect to cotton, but we do submit that in all 
equity this circumstance should not be overlooked by other depart- 
ments of the Government in making foreign-trade policy decisions 
relative to the textile industry. 

It is our understanding that agricultural legislation enacted by 
Congress has precisely the same standing as foreign-trade legislation 
enacted by Congress, and we reason from this that section 22 of the 
Agricultural Adjustment Act means what it says and is as binding 
upon the administering agencies as is the Reciprocal Trade Agree- 
ments Act—no more and no less so. 

Of course, section 22 of the Agricultural Adjustment Act, which 
provides that import quotas may be imposed where necessary to pre- 
vent excessive imports of price-supported agricultural commodities 
which would otherwise endanger the price-support program for that 
commodity, also provides that such import limitations shall be used 
to prevent excessive imports of the raw commodity in manufactured 
form, 

We have always believed that the United States Government knew 
better than we what constituted excessive imports of raw cotton, and 
we have, therefore, not disputed the Government’s determination, en- 
forced by rigid quotas since 1939, that imports of upland-type cotton 
in excess of 29,000 bales in any one year endanger the price-support 
program. When the Department of Agriculture reports, as it has 
done, that the cotton content of cotton products being imported into 
the United States is now several times the allowable raw cotton im- 
ports, it seems to us that simple logic and justice require the Govern- 
ment to take prompt action under section 22 to limit such imports. 
Hence on December 29, 1955, we formally petitioned the Secretary of 
Agriculture to initiate proceedings to accomplish this. To date, he 
has not done so, and we find it difficult to reconcile this inaction under 
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icultural legislation with the drastic action taken under trade 
ceria in 1955 when cotton textile tariffs were cut deeply. 

The sharp reductions made in the cotton textile tariff rates in 1955 
during the GATT negotiations at Geneva illustrate, we believe, some 
of the difficulties in the administration of the reciprocal trade agree- 
jients program. Despite the fact that imports of cotton textiles were 
already in a sharp upswing prior to the spring of 1955 when the nego- 
tiations took place, a clear indication that the then existing higher 
rates were no barrier to increasing textile imports, these drastic cuts 
were agreed to by the United States negotiators. On 80-square print 
cloth in the gray, the particular cloth construction which is the largest 
single item of production in the United States industry, for example, 
United States negotiators at Geneva agreed to a tariff cut which was 
roughly equivalent to twice the then rate of profit of United States 
mills manufacturing this item. 

The Congress has wisely established a factfinding procedure pre- 
liminary to United States reciprocal trade negotiations. This proce- 
dure requires, as you gentlemen know, that the Committee for Reci- 
procity Information hold hearings prior to the negotiating sessions 
and that the Tariff Commission, also after public hearings, find peril 
points. The peril point for any particular item, as we understand it, 
is that level of tariff below which United States rates cannot be cut 
without. peril to the United States producers of the particular com- 
modity. 

Textile industry witnesses appeared before the Committee for Reci- 
procity Information and before the Tariff Commission and spelled 
out as clearly as we knew how the facts that imports of cotton textiles 
were already on the upswing and that exports of cotton textiles from 
the United States had been | declining for some years, due in part to 
the circumstance that other member nations of GATT continue to 
discriminate against imports of United States cotton textiles by vari- 
ous methods and for various reasons. 

To our surprise, when the tariff cuts were announced subsequently, 
it was revealed that in no instance had the peril points on cotton 
textiles been breached. Of course, the peril points as actually deter- 
mined are never announced in the trade agreements procedure, but 
it is obvious, we believe, from the subsequent rapid increase of cotton 
textile imports, that the textile peril points found by the Tariff Com- 
mission were much below the actual points of peril for the domestic 
industry. 

Mr. Harrison. You mean above or below 7 

Dr. Branpis. Let me reread that sentence, “were much below.” 
That is, the textile peril points found by the Tariff Commission were, 
we be lieve, below the actual points of peril for the domestic industry. 

Mr. Harrrsox. Thank you. 

Dr. Branpis. We respectfully suggest to this committee a review of 
the technical and professional qualifications of the United States 
(rovernment personnel who actually handled the cotton textile portion 
of the 1955 GATT negotiation. We think it would be revealing to 
inquire, for example, into the qualifications of these gentlemen with 
respect to their familiarity with the actual production rand marketing 
structure of the textile industry. 
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It might also be a matter of some interest for this committee to 
compare the maximum tariff reductions on cotton textiles which our 
negotiators were authorized to make prior to their departure for 
Geneva in 1955 with the amount of such reductions which they did, 
in fact, make. This would throw considerable light on how much 
actual bargaining the United States delegation did. 

We hope very much that this committee will also take a new look 
at the so-called escape clause. There are two aspects of this relief 
procedure in particular to which we would respectfully direct the 
committee’s attention. In watching escape-clause action under the 
Trade Agreements Act, we have become concerned over the way in 
which Tariff Commission recommendations are frequently disre- 
garded by the executive branch. The escape-clause procedure spelled 
out in the trade agreements legislation provides for exhaustive, care- 
ful, and time-consuming investigations by the Tariff Commission, 
a body eminently qualified for the task of determining whether a 
ree industry has been injured or threatened with serious injury 

y a particular trade-agreement concession. Yet, on a number of 
occasions, recommendations of the Commission for relief in a par- 
ticular situation have been overridden by the executive branch in 
a rather cavalier fashion. The result is to cast great doubt over the 
reality of escape-clause procedure as a valid method of achieving 
redress of injury. 

A second aspect of escape-clause procedure which concerns us is 
the clumsiness of the stones in redressing injury to a major indus- 


try. This is, in part, due to the failure o onapes to provide the 


Tariff Commission with adequate budget and staff. For example, the 
Commission reported to the Senate Finance Committee in May 1956, 
in its comments on Senate Resolution 236, that the task of conducting 
an escape-clause investigation in the textile industry as a whole was 
beyond the realm of possibility in view of the limited size of the Com- 
mission’s staff and the vast number of products that would be involved. 

Mr. Harrison. May I interrupt you there, Dr. Brandis? 

Dr. Branpis. Yes, sir. 

Mr. Harrison. Do you know whether the congressional appropria- 
tions were below the budget recommendations ? 

Dr. Branpis. No; I donot, Mr. Chairman. 

Mr. Harrison. I wondered about that. The executive generally 
tells us what they need. 

Dr. Branpis. I am not familiar with that particular situation, Mr. 
Chairman. Iamsorry. 

Mr. Harrison. Thank you. 

Dr. Branpis. There are currently penens before the Commission 
three escape-clause actions on particular cotton-textile products—vel- 
veteen, print-cloth pillowcases, and gingham. While the Commission 
is able to conduct escape-clause investigations on particular segments 
of a major industry such as the above segments of the textile industry, 
it cannot physically handle escape-clause investigation of the industry 
as a whole. It is our contention that, because of the wide range of 
products which can be made on most cotton mill machinery and because 
of the ability of cartelized overseas textile industries to target their 
shipments to this market on first one type of textile product and then 
another, an overall investigation would be required if the escape- 
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clause route were to be meaningful as a method of dealing with the 
entire problem of textile imports. 

In this connection, however, we further believe that the definition 
of injury for an industry as a whole is inadequate because, as we un- 
derstand the current interpretations of injury, a major industry such 
as textiles could stagnate indefinitely with low profits and constant or 
slowly declining volume without being able to qualify for relief under 
the escape clause, even though it were able to show that rising imports 
from abroad was a major factor in its stagnation. We believe that in- 
jury should be defined in such a way that imports sufficient to material- 
ly prevent expansion and growth of a major industry in line with 
growth of the economy as a whole should constitute injury. Import 
competition which deprives an essential industry such as textiles of its 
future market is just as much injury as is import destruction on an 
existing market. 

Thank you very much, Mr. Chairman. 

Mr. Harrison. Mr. Martin. 

Mr. E. Martin. Do I understand that this section 22 application 
you filed last December is still open? I had the impression the Secre- 
tary of Agriculture had denied it. 

Dr. Branots. I do not know just what the technical status of it is. 
My memory is that the Secretary, sometime in February of this year, 
replied that his investigation, his review of the problem at that time, 
indicated to him that no action under section 22 was called for—I am 
quoting his letter now from memory, but I believe that was the es- 
sence of it—and that he would continue to watch the situation. 
ae that constitutes closing it or leaving it open, I am not quali- 
fied to say. 

Mr. E. Martin. Had the export program for cotton been announced 
at that time ? 

Mr. Branois. The first part of that program had been announced 
about that time, the first million bales of that program. It was about 
that time, that is, in the winter of 1956, that the Secretary of Agricul- 
ture did announce this 1 million bale program which, as compared to 
the present program, was somewhat more limited in that only limited 
quantities were sold at world market prices. 

Mr. E. Martry. What I am getting at is whether the section 22 ac- 
tion had been considered in the light of the present program. 

_ Dr. Branpts. I do not know whether, since the congressional action 
in the spring, this particular application of ours has been given ad- 
ditional consideration. 

Mr. E. Martin. You have not pressed it on that ground ? 

Dr. Branpts. Sir, we have been trying to press our case as best we 
knew how consistently, yes, sir. 

Mr. E. Martin. That is all, Mr. Chairman. 

Mr. Harrison. Mr. Morrison. 

Mr. Morrtson. Is it your contention, Mr. Brandis, that all sectors 
of the American cotton textile industry are threatened by import 
competition if not seriously injured already ? 

Dr. Branpis. I think as a general answer the answer to that would 
be “yes,” because of the differential in cotton cost and because of the 
(lifferential in labor cost, even allowing for productivity differences 
and the movie shown this morning and all. I think there is still a 
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substantial labor cost advantage overseas, and there is a very definite 
cotton cost advantage. 

Mr. Morrison. You referred to the failure of the trade-agreements 
program to secure concessions for American cotton textiles abroad. 
What I am thinking of is this, if all sectors of the American cotton 
textile industry are threatened in the market here, where they have 
some protection, whether adequate or not, what hope have you to meet 
foreign competition abroad, where the most they could expect would 
be equal treatment ? 

Dr. Branois. If I may clarify what I was trying to say, it is this. 
First, United States cotton textile exports have been declining over 
the past several years. This has been during a period of time when 
imports into this market have been increasing. I think as far as this 
industry is concerned, the administration of the Reciprocal Trade 
Agreements Act has increased our imports but not our exports. 

There are markets abroad where United States textile exports are 
definitely still discriminated against despite GATT agreements, be- 
cause of balance of payments exceptions and so forth. 

Here I have to be speculative, obviously enough, but perhaps the 
better way of putting it would be to say that we were losing our export 
market because of cost differentials, but that we lost parts of it faster 
than we otherwise would have if we had received in the export mar- 
kets the same kind of treatment that our customers received on the 
import end. 

Mr. Morrison. With reference to the agricultural program and its 
impact on domestic manufacturers of cotton fabrics, do you think a 
logical corollary of the program with reference to the raw cotton 
would involve compensatory duties on imports of the manufactured 
cotton goods ? 

Dr. Branots. To offset the cotton cost? I think that would not 
solve the problem, because prior to the cotton differential the problem 
still existed on the basis of labor cost differential. 

Mr. Morrison. I was thinking of the cotton price-support program, 
that aspect of it. I realize that even if there were the same price to 
domestic manufacturers for raw cotton as to foreign manufacturers, 
you would still contend that the duties were inadequate, but so far as 
the price-support program for raw cotton has aggravated your situa- 
tion, would it be a logical corollary of the price-support program for 
raw cotton, particularly with the sales of domestic raw cotton at less 
than the prices maintained here, to have compensatory duties in addi- 
tion to the existing duties equal to this difference between the domestic 
and foreign price of raw cotton ? 

Dr. Branois. It would be helpful. I do not think it would solve the 
problem we have. It is not so much the price-support program that 
has caused this difficulty as it has been the new export-sales program. 

Mr. Morrison. That is related to the spread between the foreign 
and domestic price of raw cotton ? 

Dr. Branois. That is right. 

Mr. Morrison. Since the Department of Agriculture is authorized 
to sell cotton to foreign markets at competitive prices ? 

Dr. Branpts. That is right. 

Mr. Morrison. With respect to your statements regarding the difli- 
culty of making an overall escape-clause investigation with respect to 
the cotton industry, the present escape-clause legislation provides for 
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a consideration of the circumstances of domestic production with refer- 
ence to the competition of individual import classifications. 

Dr. Branpts. Yes. 

Mr. Morrison. Do you think the wording might be improved by 
providing broader instructions in the escape-clause legislation’ ‘That 
is, could it properly provide, in your view, for consideration of the 
impact of a whole group of imports on a domestic industry such as 
the domestic cotton textile industry ? 

Dr. Branvis. I do not know that I have an answer immediately to 
that question. It is an awfully thought-provoking question. Let me 
try it this way. We have had tremendous experience over a period 
of some years now in the spelling out and rephrasing of the language in 
the escape clause. The escape-clause language has been improved and 
strengthened and broadened and altered on a number of occasions, and 
yet, as we look at the escape-clause actions, the fact is that the criteria 
which the executive applies in examining the recommendations of the 
Tariff Commission take in the general foreign policy of the United 
States and broad concepts of that sort. I do not know whether it is 
possible to write language in the escape clause as criteria for the Tariff 
Commission which will solve the problem. The problem may lie at 
the review level. 

Mr. Morrtson. What I had in mind was that in the amendment of 
the escape clause the legislation has been in the direction of forcing 
a narrower and narrower definition of industry. Do you think that 
is an unwise direction of amendments ? 

Dr. Branpts. No,sir. I think that has been a correct direction. 

Mr. Morrison. That is all, Mr. Chairman. 

Mr. Harrison. Mr. McCarthy. 

Mr. McCarruy. In your testimony you observe that after the raw 
cotton export program was initiated, foreign manufacturers of cotton 
textiles could buy United States grown cotton approximately 25 per- 
cent cheaper than United States cotton mills ene by the same cotton. 

Dr. Branpis. In the export market, yes. 

Mr. McCarruy. How much lower than you could they buy in the 
export market before that program was initiated? Did it have any 
effect, really ? 

Dr. Branpis. Yes; I think so. I think your question is to the point, 
if I understand it, was there any differential between the domestic 
price of cotton and the world price prior to the raw cotton export 
program. Yes; there wassuch a differential. 

However, it is very interesting to go back and trace the series of 
announcements, hints, and rumors about a forthcoming change in 
United States price policy on raw cotton. Again I will have to speak 
from memory, but I dkinve there was a period of about 9 or 10 months, 
from, roughly, in the summer of 1955 to the spring of 1956 when the 
Congress acted, where the whole world interested in the price of cotton 
was speculating and guessing as to what the United States price policy 
would be at the end of the then current cotton crop year. There was 
therefore a period of 9 or 10 months in which almost everybody be- 
lieved that the United States price would be lowered. Nobody knew 
when exactly, or exactly how much, or even exactly how it would be 
accomplished, but it was generally believed in the markets of the 
world that this would occur, and as a result, naturally, those producers 
elsewhere—let us take Mexico or Brazil as examples—began to be- 
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lieve—and here I am having simply to place myself in their position, 
TI do not know of my own knowledge, I am just speculating—believed 
that there would be a decline in the United States price, and recog- 
nizing that to some extent the United States price was acting as an 
umbrella, began to move their cotton in advance of that announcement. 

So, whereas it is certainly true there was a differential between 
the United States price and the world price for some time prior to the 
program’s inception, I believe myself, sir, that that program affected 
the differential prior to its effective date, while it was in the process, 
and it was, incidentally, an 8- or 9-month process. 

Mr. McCarruy. On page 7 of your statement ve state that part of 
your difficulty is due to the fact the cartelized overseas textile in- 
dustries can target their shipments to this market on first one type 
of textile product and then another. 

Dr. Branois. Yes, sir. 

Mr. McCarrny. Has your industry done anything to try to counter- 
act that? 

Dr. Branois. No, sir. 

Mr. McCarruy. Or can you? 

Dr. Branois. No, sir. We have very effective antitrust laws in this 
country. Many of our overseas competitors’ countries are not on that 
basis and you do have the possibility of export cartels and so forth 
which, under our laws, we do not. 

Mr. McCartny. You do not know in advance that these people are 
going to unload cotton on the market ? 

Dr. Branpts. No. We have no knowledge of what they are going 
to do except what we read in the trade press. 

Mr. McCartuy. That is all. 

Mr. Harrison. I wish you would look at page 8 of your testimony 
where you recommend a change in the definition of injury. 

Dr. Branopis. Yes, sir. 

Mr. Harrison. Suppose instead of that recommendation the Con- 
gress said that injury should be defined in such a way that imports suf- 
ficient to materially prevent expansion and growth of a major industry 
in line with growth of the economy as a whole during a given period 
should constitute injury, would that give you any relief? 

Dr. Branots. I think I see what you mean. 

Mr. Harrison. In other words, you ask that injury be defined in 
such a way that imports sufficient to materially prevent expansion 
and growth of a major industry in line with growth of the economy 
as a whole should constitute injury. 

Dr. Branpts. Yes, sir. 

Mr. Harrison. Suppose instead of doing that the Congress should 
amend the law and provide that injury must be considered as being 
serious whenever the imports are sufficient to materially prevent ex- 
pansion and growth of a major industry in line with growth of the 
connie? as a whole during a given period? Would that give you 
relief? 

Dr. Branvis. That would be in addition to the current definition 
instead of a substitution therefor ? 

Mr. Harrison. Suppose we made it a substitution therefor, what 
would be the effect of that? 

Dr. Branois. I believe if it were made a substitution—— 

Mr. Harrison. It would eliminate the segment part. 
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Dr. Branpts. Yes. In my opinion it would make the clause weaker 
than now. 

Mr. Harrison. Because of the segment relation ? 

Dr. Branpis. Yes, sir. 

Mr. Harrison. Assuming we made it applicable to the segment, 
would that give you some relief? 

Dr. Branpis. To define injury as contraction from a base period 
is essentially what you stated, I believe? 

Mr. Harrtson. Yes. 

Dr. Branpis. Certainly contraction from a base period is one meas- 
ure of injury. It would vary from industry to industry depending 
upon what base period would be taken. 

Mr. Harrison. The great expansion in imports has come since 1952, 
has it not ? 

Dr. Branpis. In the case of the cotton textile industry it has come 
since 1952 and primarily since 1954. 

Mr. Harrtson. Would that make a more definite definition? 
Would it have a tendency to expedite the proceedings before the 
Tariff Commission by giving a more certain yardstick, so that it would 
not take so much time to decide these cases? 

Dr. Branpis. It might, Mr. Chairman. I by no means pretend to 
be a specialist on legislative language, and particularly I do not 
appear before you as a specialist on the technical meaning of phrase- 
ology in tariff legislation. 

Mr. Harrison. You were sufficiently a specialist to appear before 
us and make recommendations as to changes. 

Dr. Branpis. Yes, sir, and I would be glad to try to explain in 
nontechnical language—because I am certainly not competent to 
explain in technical tariff language—what I mean by that recommen- 
dation. 

Mr. Harrtson. I think it is clear what you meant, whether you 
get it through the Congress and over a veto, might be otherwise. 

Dr. Branpts. I am merely an economist and my judgment on 
those matters would not be as good as yours, sir. 

Mr. Harrison. Thank you very much. I am very grateful to you 
for your appearance and for the information you have given us today. 

(The following letter was submitted for the record :) 


UNDERWEAR INSTITUTE, 
New York 16, N. Y., October 5, 1956. 
Hon. Hate Boces, 
Chairman, Subcommittee on Customs, Tariffs and Reciprocal Trade Agree- 
ments, House Office Building, Washington, D. C. 


Dear Mr. Bocas: We have followed with great interest the work of your sub- 
committee which is, we feel, of the utmost importance to the textile industry in 
general and to our members in particular. 

Representing as we do the large majority of knit underwear and nightwear 
manufacturers with an annual production of approximately $790 million at 
the manufacturing level, we wish to go on record as supporting the position 
taken before your committee on September 25, 1956, by R. Buford Brandis 
of the American Cotton Manufacturers Institute. 

We have worked along with ACMI and its very able staff and endorse whole- 
heartedly Mr. Brandis’ remarks. We should appreciate very much, therefore, 
your serious consideration of the points made in the ACMI statement of Septem- 
ber 25 since favorable action along the lines suggested therein would, we feel 
Sure, be in the best interests of the manufacturers whom we represent. 

Very truly yours, 
Rosert D. McCane, Secretary. 


83979—56—pt. 2——18 
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Mr. Harrison. Our next witness is Mr. Solomon Barkin, represent- 
ing the Textile Workers Union of America. 


STATEMENT OF SOLOMON BARKIN, DIRECTOR OF RESEARCH, 
TEXTILE WORKERS UNION OF AMERICA 


Mr. Barkin. Thank you, sir. My name is Solomon Barkin. I am 
director of research of the Textile Workers Union of America. 

I presume the best procedure would be for me to merely include the 
text of my statement in the record and I will summarize it. 

Mr. Harrison. We wil be very glad to have you do that. 

(The following statement was submitted by Mr. Barkin :) 


STATEMENT OF SOLOMON BARKIN, DIRECTOR OF RESEARCH, TEXTILE WoRKERS U N10x 
OF AMERICA 


We appreciate greatly this opportunity to appear before your body to present 
our views on our present trade agreements program as they affect our foreign 
and domestic economic policies. It is our position that the present procedure has 
already had unfortunate effects upon the textile industry through the extension 
of most favorable national benefits to Japan and the tardy application of the 
reservations to the GATT agreement for woolen and worsted products. Our 
national security has been endangered by permitting the uncontrolled importation 
of cordage and twines, and therefore forced the continued liquidation of our 
domestic hard fiber industry. We believe that a thorough appraisal of our trade 
policies is essential so that we reconcile them with the realities of our modern 
world and our national interests. 

Universal low tariff duties conflict with realities of modern world: One 
major group of advocates for lower tariff duties consists of people who argue 
for the complete removal of restrictions on international trade in the manner 
supported by the classical economists and according to the pattern of the British 
Empire during the 19th century. They urge the benefits of such exchange as if 
a hundred years of history had not been written. For them national States 
dedicated to their own self-interest do not really exist. When public recognition 
is given these political and economic entities, they are dismissed as unsavory 
and distortions of the ideal world. However much we may wish them out of 
the way, however well we may discern a more idyllic society in a more peaceful 
international world, they will not disappear from the wishing. They are 
realities which have proven troublesome and are currently very much part of 
our international political and international problems. 

A noninterventionist policy for governments in the affairs of our economic 
life may be an ideal but we have abandoned this position. The national states 
have certainly, in recent years and particularly since the war, recognized definite 
obligations for maintaining high or full employment and for guiding our economy 
by direct controls, policies, and regulations, to maintain stable levels of activity. 
Fiscal and monetary policy are directed to stimulate business in periods of 
recession and restrain it during times of threatened inflation. We and other 
nations of the world look upon the governments as agents for achieving national 
economic and political objectives. To appear before the American people and 
a congressional body and overlook these national commitments is to deny the 
history of our last 25 years. It is particularly strange to hear such neglect of 
the essential change in our economic policies from the lips of men who have 
long espoused and participated in the development of interventionist programs 
in our domestic economy. 

Our world has changed radically. We live in a universe where national 
domestic objectives must be recognized as real. They should be defined and 
developed in a manner to assure the greatest comity among nations and promote 
understanding, peace, and growth. But the challenge is positively to reconcile 
the national interests and responsibilities of the different States rather than to 
rely on the free interplay of commercial and economic forces. Such under- 
standing will come through the deliberate dovetailing of plans rather than from 
the free operation of the market place, particularly as few other nations are as 
restrained as we are in the degree of economic intervention by the Government. 

During the postwar years, the respective nations have more than ever before 
assumed distinctive national economic objectives. They have recognized that 
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ie the recurrence of recessions and wild fluctuations in employment are no longer 
politically tolerable and economically desirable. The goal of economic stability 
has also been joined with the purpose of growth and rising standards of living. 


Economie expansion, even at the price of slower growth in standards of living, 


L has been the guide for some nations. Short-term economic advantage has been 
forfeited by governments in favor of long-term economic independence. 

A number of older countries have also recognized that their industrial and 

am economic patterns are obsolete. Their traditional export industries have lost 
their markets and importance. Their usual sources of raw materials are now 
controlled by new independent nations. Prices have risen markedly for goods 

the which they could secure cheaply from their former colonies. Their economic 
foundations and rationale had completely to be revamped. 

In contrast, the newer nations have assumed new goals which find no counter- 
part in the prewar world. They have undertaken to develop their resources, 
promote economic development, establish a high degree of economic self-suffi- 

ciency, expand employment and raise the standard of living, and maintain their 
— economie and political independence. 
All of these changes in our international scene demand recognition in our 
sent economic and trade policy. Simple across-the-board manipulation or changes 
sign in duties tend to deny our responsibilities to achieve our national objectives. 
has They deprive us of our responsibilities to fulfill our obligations under the Employ- 
sion ment Act of 1946 for we would leave the field of foreign trade completely beyond 
the our control. Such a position denies that trade can either positively or negatively 
Our affect economic stability. They would have us conclude that foreign trade cannot 
tion hinder us in the attainment of full or high employment. Similarly, we would be 
our led to believe that our exports and imports cannot affect either the consumers’ 
rade inclinations to buy or the investors’ and business propensities to expand and to 
lern conduct their activities. Such a position would be denied by the very pro- 
fessors who have appeared before you in the support of liberal trade policies. 
One But the implications underlying their position are clear. They want us to cut 
rgue our international economic policies off from the main body of national interests 
nner and control and hope to develop them independently of the national domestic 
itish policies in furtherance of the broader concepts of international exchange which 
is if they pursue. We know that this approach is unrealistic and insupportable. 
ates Our national and international responsibilities must be tied together. Every 
ition day brings new evidence that in this world of tension the goals must be adjusted 
vorv to the realities. Our national interests must be recognized and our international 
t of goals must be clearly defined and alined with the former. 
‘eful The very contradictions in our pattern of action in the field of international 
are economie relations can only be explained by the candid recognition of the 
rt of need for such adjustment. How else would you explain our reductions in tariff 
rates for one set of commodities, while we limit imports of others through 
omic special devices and quotas? While low-tariff rates invite imports for some 
ates commodities to assure American markets for preferred countries, we destroy 
‘nite foreign markets for others by shipping our surpluses of some commodities 
omy with the aid of special agreements, cutrate prices, or monetary agreements. 
vity, While our Government proclaims a low-tariff policy and favors a higher volume 
is of of imports, the administration, through persuasion and threats, has largely suc- 
ther ceeded in getting the big oil companies to keep importations of foreign crude 
ional oil down over the past year. It is reported that the Government “informally” 
and intervened with Japan to halt that country’s purchases of United States scrap. 
, the We have long departed from the noninterventionist philosophy of the last 
ct. of century because it no lenger coincides with the realities and needs of the day. 
have Our Federal Government has responsibilities in the area of domestic and foreign 
rams economic affairs. Its very acts and policies must be examined on their merits 
in line with the long-term goals of full employment, economic stability and 
ional growth, minimum individual cost in adaption to change, and international 
and peace, 
mote Lower duties sacrifice domestic industries for exporters. The second group 
mcile which appeared before you to argue in favor of lower tariff duties has urged 
an to them to offset the higher volume of exports which they have sought to cultivate 
nder- or could effectively develop in foreign markets. Here we believe that there 
from must be a careful examination of the relative national interest in advancing 
re as the one group at the expense of others. Unfortunately, the industries most 
ment. Seriously affected by imports are likely to be the older ones which have already 
efore been subjected to serious economic problems, if not reverses. The rise in the 
that volume of imports can, in many cases, have calamitous economic results. On 
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the other hand, the industries likely to benefit from the wider foreign markets 
are generally already expanding within this country. 

Dollar gap is best closed by a full-employment economy. The third group 
which appeared in favor of large cuts in tariff rates are those which have looked 
at the so-called dollar gap and have urged the lowering of tariff rates to permit 
its narrowing through higher imports. This group often coincides with the 
preceding exporting interests. We have learned enough about this problem in 
recent years to know that the major cause for the discrepancy has been the 
great change in the industrial structure in these older countries. They have 
had to build new industries to replace older ones as well as recover from the 
destruction wrought by the war. Secondly, their products do not necessarily 
complement our national needs. Thirdly, the total volume of imports resulting 
from lower rates is not likely to attain impressive figures or significantly 
narrow the gap if exports are high. In view of these conclusions, it is ques- 
tionable whether the benefits derived in specific cases of higher imports will 
justify the dislocations and economic reverses, unemployment, and distress 
caused in many areas as a result of the mill closing and liquidation of American 
productive capacity. We believe that insofar as the textile industry is con- 
cerned the conclusion must be that our national interest requires the discourage- 
ment of any higher volume of imports and in fact the restriction of the volume 
which now enters. 

One conclusion which the study of our imports clearly reveals is that the 
bulk must continue to be composed of raw materials and semifinished materials, 
They provide necessities for the operation of our vast industrial structure. 

Recent foreign investments by the United States have unfolded vast new 
sources of imports. They will help keep the balance of payments. It is not 
manufactured goods which will provide the core of imports. 


PARTY PLATFORMS ON TARIFF POLICY 


The swing in public opinion from the acceptance of simple attitudes favoring 
a higher volume of imports through lower tariff rates-to a careful evaluation of 
our national policy in terms of national interest is reflected in the current plat- 
forms adopted by the national parties. We consider it important to note that 
the platform of the National Democratic Party reads as follows: 

“Under Democratic administrations, the operation of this act—Hull reciprocal 
trade program—was conducted in a manner that recognized equities for agri- 
culture, industry, and labor. Under the present Republican administration 
there has been a very flagrant disregard of these important segments of our 
economy resulting in serious economic injury to hundreds of thousands of 
Americans engaged in these pursuits. We pledge correction of these conditions.” 

The platform of the National Republican Party reads as follows: 

“Barriers which impede international trade and the flow of capital should be 
reduced on a gradual, selective, and reciprocal basis, with full recognition of 
the necessity to safeguard domestic enterprises, agriculture, and labor against 
unfair import competition. We proudly point out that the Republican Party 
was primarily responsible for initiating the escape clause and peril point pro- 
visions of law to make effective the necessary safeguards for American agri- 
culture, labor, and business. We pledge faithful and expeditious administra- 
tion of these provisions.” 

Reduction in duties invite higher imports of some commodities. In view 
of this shift away from indiscriminate demands for tariff rate adjustments, 
it is well to distinguish the effects which various rate reductions may have. 
We know that most of the rate reductions in the early GATT agreements 
were nominal. American advances in efficiency, design, and merchandising 
were of such a high order that significant rate reductions could be made with- 
out any substantial increases in imports. Moreover, the new postwar price 
relationships had not yet been set so that no clear clue of the impact of rate 
reductions could be discerned. Now that reconstruction has been reached and 
the new pattern is more discernible, we are in a better position to evaluate 
the effect of specific adjustments in duties. Obviously, we are not concerned 
with duties which are nominal in character. Similarly, we are not troubled by 
imports which supplement American production when capacity is limited. In fact, 
such imports can play a constructive role in restraining price increases as well 
as in permitting the growth of a particular industry. For example, imports 
of rayon staple played an important part in permitting the expanded uses of 
this fiber in the manufacture of carpets and rugs. We are troubled primarily 
with lower duties which will result in greater imports which can destroy and 
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close enterprises, displace people, and cause distress. Unfortunately, unlim- 
ited imports in the textile industry can have these effects. 

In arguing the economic merits of lower tariff rates some proponents have 
continued to urge that they are necessary to stimulate the industrial arts. 
Whatever merit this argument may have had in the past, it has less justifica- 
tion at the present time. The reason is very obvious. The American industrial 
system already provides many forms of competition. The alternative products 
available to the consumer, the variety of technologies, the diversity of ma- 
terials, and the large amount of discretionary income in the hands of the con- 
sumers are already pressuring producers to find new approaches and to inno- 
yate articles of vast appeal to the consumer. The rising wage levels tend to 
press producers and distributors in less advanced industries to seek methods 
of utilizing the newly discovered techniques and knowledge. 

We recognize that some industries have been laggard in adapting existing 
knowledge and ferreting out new guides and have not, consequently, grown as 
much as the economy as a whole. The proportion of the consumers’ dollar spent 
on apparel has declined. The industrial uses of tertiles have ebbed and flowed. 
As old products have declined in use, newer ones have arisen. Overall, it is 
probable that the per capita industrial uses of textiles have declined. 

The answer to this challenge is not the destruction of the industry through 
foreign imports. This negative approach would only discourage enterprise. 
capital investment, and innovation. The more positive approach is to help the 
industry learn better how to use and apply our newer knowledge and discover 
new markets. The textile industry needs such assistance. It has been back- 
ward in pursuing this course on its own initiative. It needs public stimulation 
and pressure. We have urged a congressional inquiry to review the industry’s 
needs and future to stimulate its new growth. Candid criticism can leave more 
positive results than destructive imports from low-wage countries. 

One significant factor overlooked in the discussion of tariff rates is that many 
industries seriously affected by imports are likely to be labor-intensive industries. 
The amount of labor employed per dollar of sales is relatively high. In con- 
sidering the effect of the job losses it must be realized that the creation) of 
another job will not only require a higher capital investment per worker but 
also considerably higher sales volume. We have found that our economy has 
maintained a relatively satisfactory balance on the overall, though not in the 
distressed areas, between the pressures of technological change and population 
growth and the ability of the economy to create new jobs. Displacement of 
workers by imports increases the strain and burden upon our economy to create 
more jobs. We are fearful that the net strain upon our economy will not assure 
additional new jobs. These new employments must come from within the econ- 
omy since imports do not themselves create more jobs. We are fearful that the 
net strain upon our economy will not assure the creation of the necessary jobs. 

We in the textile industry know well that many of the areas in which mills 
have been closed have been and continue to be included among those listed as 
distressed. New jobs have not arisen in sufficient volume to reemploy displaced 
persons. In areas where imports adversely affect industries, unemployment is 
likely to persist for a long period of time. 

Before considering the specific reasons why we believe the textile industry 
should not be adversely affected by imports, we wish to emphasize the fact 
that we do not believe that one industry should be injured to promote the exports 
of surpluses of another. The sale of surplus cotton abroad at world prices is 
likely adversely to affect the domestic textile manufacturing industry. The 
original proposal was to combine the above program with a scheme of quotas 
limiting the imports into this country. The latter was abandoned under pres- 
sure from the low-tariff groups. The result is that there is great fear of the 
loss of some foreign markets, encouragement of further imports of textiles to 
the United States, and discrimination against the American consumer, who has 
to pay higher prices for his cotton goods. One other effect is that the American 
taxpayer shoulders the loss on the sale of American cotton abroad at world 
prices as well as the cost of the equalization allowance to the American ex- 
porter. A simpler and more equitable system would be to follow the plan 
adopted for the wool industry, wherein the grower receives the subsidy whereas 
the price is freely determined in the open market. The consumer gets the 
advantage of the lower prices, though as taxpayer he supplements the growers’ 
income and thereby encourages the maintenance of the activity. Such a pro- 
gram would remove many of the ill effects of current practices and policies upon 
the cotton textile manufacturing industry and the American consumer. 
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In further considering our international economic policy, we must also be 
more perceptive about the types of assistance and advice we offer to foreign 
nations. Our encouragement to their expansion of textile industries to the 
point where they become dependent upon export markets was obviously a wrong 
one. Many officials were cautioned against these activities but they proceeded 
headlong, unmindful of the ill effects that this course would have upon the 
particular nation and the relatively unwise use of capital it represented. The 
fundamental fact with which we must deal is that the volume of international 
trade in textiles has and will continue to decline as more and more nations 
become self-sufficient with respect to textiles. The opportunities for foreign 
markets are shrinking. These countries will have to divert their capital and 
manpower to other industrial activities. 'The sooner they learn this fundamental 
truth the easier will their lot be. 

The corollary of this trend is that opening up of the American market through 
the substitution of foreign goods for American products will provide the other 
countries only a temporary refuge rather than a stable solution. At the same 
time it will cause great damage to the American industry, workers, and economy. 
These foreign industries may be able to outsell this country on some of the 
older, traditional products. But they are not likely to be adequately attuned 
to meet the needs of the American market, will not be able to serve it well and 
will add to the sluggishness of the textile market as a whole. Their volume 
may continue to decline. With no American alternative being available, further 
diversion of buying power will continue to nontextile products. The aid which 
the foreign countries will have obtained will be only temporary. 

Reasons for special protection to the textile industry from destruction by 
foreign imports. We take a strong position before your committee against any 
tariff adjustments which produce increases in the volume of imports. The 
recent upswing in Japanese imports has aggravated conditions in the industry 
already beset by many problems. Similarly the delay in the implementation of 
the reservation to the Geneva agreement has no doubt permitted the inflow of 
woolens and worsteds in excess of 5 percent though originally the Government 
reserved the right to raise import duties whenever the volume exceeded this level. 
Other branches of the industry are also troubled by rising imports which we 
believe should be controlled by quotas or penalized by higher duties when they 
exceed the base level. We have urged that imports should be limited to the 
percent of domestic production achieved in the base period 1947-49. 

The reasons we believe that this position should be taken are the following: 

1. The textile industry is a basic industry essential to the life of the American 
people. It furnishes the material for clothing, household needs, and industrial 
production. We should not be dependent upon other countries for these basic 
needs. In fact, most large, developed countries are supplying their own needs 
and less developed countries are creating their own textile industry to become 
self-sufficient. 

2. The American industry is essential to the development of the world textile 
industry. No other country boasts of as efficient an industry as ours. Our man- 
hour productivity is not matched elsewhere. Many of the most important tech- 
nical innovations have been started in this country: and those developed in 
others have been quickly tried out and applied here. Progress in other countries 
has followed our pattern. The continued growth and vitality of the American 
industry is therefore essential to the continued advance of the textile industry 
of the world. 

3. Employment, equipment, and mills in the industry have continued to shrink. 
Employment has been sharply curtailed from 1951. More than a quarter of a 
million jobs have been eliminated and this reduction is continuing. Equipment 
is also being scrapped by mills and the net number of spindles and looms and 
complementary equipment has dropped. Hundreds of mills have been vacated of 
all textile equipment. Many of them remain idle and others have been only 
partially occupied by nontextile operations. ‘ 

4. Many textile communities are counted among the distressed areas since 
alternative employments have not been created and chronic distress has con- 
tinued. Little or no assistance has come to them. A number have succeeded 
in attracting some new enterprises but they have usually engaged the younger 
elements in the work force rather than the former textile workers. Large num- 
bers of textile workers have therefore been prematurely forced out of the labor 
market. 

5. Current technological changes, interfiber, interprocess, and interproduct 
competition are continually increasing productivity and reducing man-power 
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requirements in the industry. Within the basic textile industry which spins, 
weaves, dyes, and finishes fabrics, we know that the man-hour productivity has 
risen from 7.8 yards in 1947 to 8.8 in 1950 to 11.5 yards in the first quarter of 
1956. The process of technical advance is continuing and scrapping older skills 
and personnel needs. We urge that no new disturbing factors such as higher 
imports aggravate an already disturbing condition. 

American textile mills are becoming more efficient through the introduction 
of new managerial methods, machinery, processes, and products. We are shift- 
ing our consumption from high to lower labor demand products. American 
tastes have undergone marked changes in the postwar years as we have 
decentralized our communities and the accent on casual suburban life has in- 
creased. The consummate result is that many older divisions have receded in 
importance and all divisions have become more efficient, requiring less labor. 

6. The imports tend to be concentrated in the older, traditional divisions which 
nave been most seriously affected by these changes. Imports threaten the very 
existence of the last survivors in these divisions. 

7. The American textile industry has already lost many of its foreign markets 
and its export volume has been sharply contracted. As a result of the new 
cotton sales program and the continued extension of domestic industries in 
foreign countries and the competition from such countries as Japan and India, 
many of the remaining foreign markets for American textiles are in danger of 
shrinking and even disappearing. 

8. Textiles should and will not be a primary source of international trade for 
foreign countries. The volume of such trade is declining as newer countries 
build up their own industries. Exporting countries will have to divert their 
excess capacity to other purposes. Almost every nation finds that its own way of 
life demands the maintenance of an indigenous textile industry and has under- 
taken to protect and develop such industries. 

9. The American textile market is one of the largest in the world. Our needs 
cannot be adequately supplied by other nations. We should maintain our own 
capacity. 

10. We recognize that a limited volume of textile imports should be permitted 
to come into this country for they contribute new ideas, developments, fashions, 
and designs. But we do not approve of opening our markets to the point of 
destroying segments of the American industry or complicating the problems of 
adjustment which we are already facing. We have suffered widespread destruc- 
tion from the processes of domestic attrition and the foreign competition which 
we have already met. 

11. The primary reason for the success of any foreign country in vaulting our 
present structure of rates is its low labor costs. It is not as efficient or as capable 
of servicing this country as our industry, but its low labor standards as repre- 
sented by low wage rates have permitted it to undersell American producers 
and thereby threaten their continued existence. This condition should not be 
permitted to undermine the existence of this important segment of American 
industry. 

Policy for the textile industry : We have urged the above considerations upon 
the present and past administrations and congressional groups. We believe 
that the textile industry merits the protection we have called for. We know 
that the American economy and security require the maintenance of this vital 
industry. In the negotiations under the Trade Agreements Act, there has been 
cautious observance of national interest. The major problems which have 
arisen have been the repeated threats and anxieties which have developed on 
the occasion of each new series of negotiations. 

1. The major deficiency in the current trade agreements program became 
apparent with the accession of Japan to the treaty, which entitled that country 
to all of the benefits negotiated thereunder. Obviously, the duties have been 
developed in line with the cost structures prevailing in Europe for the principal 
hegotiators had come from that continent. Suddenly, Japan entered the pic- 
ture with a completely new and definitely lower level of costs. The troubles 
in the cotton, and to an increasing extent in the woolen and worsted, industries 
derive from this unpredicted occurrence. 

Similar problems may arise from other sources such as currency manipulation, 
subsidies to producers by foreign governments, and other forms of discrimina- 
tion. 

We therefore believe that, supplementing the present system of tariff rates, 
there should be a system of import quotas based upon a particular percentage 
of domestic production. This system could be invoked through a sliding scale 
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of tariff rates such as is now provided for woolen and worsted imports, or 
through direct quotas. 

We urge a complete reevaluation of the present policy which rejects quotas 
out of hand unless forced upon the administrators by the Congress. Quotas may 
serve a constructive role in opening up trade of significant amounts which would 
not be possible under systems of high tariff rates. 

2. The second deficiency which we wish to dwell upon relates to the delay 
in the administrative process. We have encountered it in the effort to get actioy 
on the Geneva reservation respecting woolen and worsted imports. We have 
urged a clear declaration of policy for several years but received no positive 
replies. We originally urged that the reservation could be implemented auto- 
matically but the Committee for Reciprocity Information insisted that specific 
action was required by the President of the United States. Differences of in- 
terpretation between the industry, ourselves, and the committee continued to be 
debated over the years but we had no public opportunity to argue the merits 
of our position. Finally, in 1956, the volume of imports threatened to rise 
dangerously above the level of 5 percent of domestic production. The committee 
held a hearing in April. No decision has been forthcoming though 5 months 
have passed and it is likely that current imports have already exceeded the 5 
percent level. We are eagerly awaiting the President’s action, particularly since 
rumors have it that the committee’s recommendations have possibly already 
reached his desk. 

We witnessed the destruction of the domestic silk scarf industry when the 
President denied the recommendations of the Tariff Commission that steps be 
taken to aid this industry in facing competition from low wages in Japan. This 
industry we believe to be the first victim of the rising level of imports from that 
country. 

We wish definitely to protest the fact that the trade-union movement is not 
taken into the confidence of the present administration in the development of 
policy or in the negotiations on new programs affecting the textile industry. 
Newspapers report almost weekly conferences being conducted with representa- 
tives of the American Cotton Manufacturers Institute on a program of import 
limitations of cotton goods from Japan. At no time has our organization been 
brought in to discuss the employers’ proposals or provide our views on the course 
which should be followed. If secret diplomacy is being carried on to work out a 
special policy with respect to Japanese imports, we believe that the workers in 
this industry are as entitled as the employers to participate in the appraisal of 
the course being followed by the Government. 


Mr. Barkin. My particular interests are not restricted to the cotton 
industry. Our union has membership in all divisions of the textile in- 
dustry. Our experience in this problem dates back many, many years. 

I might preface my comments by saying we have, in the postwar 
years, favored the reciprocal trade program. However, the programs 
of the reciprocal trade agreements must be geared to the national in- 
terests. And while we believe that there are opportunities for the pro- 
motion of international trade, at no time do we believe that an indis- 
criminate wholesale reduction of rates should be practiced, or that 
rates should be invoked, or duties agreed upon, which injure industries 
very substantially, particularly those which the American Government 
and congressional policy and American interests dictate are necessary 
to the very vitals of our country. 

The substance of my comments is that the textile industry is one 
such industry and that, particularly acts over the last few years in the 
administration of the law and es the recent developments as 
to the application of the law, have done great injury and, even more 


importantly, will threaten the continued security of this industry. 

I was very much taken by your last question as to whether the term 
“contraction” would be sufficient. 

Mr. Harrison. I would like to hear you on that. 

Mr. Barkin. Here I will qualify my comments, as the preceding 
witness did, by saying that I do not want to commit myself wholesale 
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on it, but the textile industry in this country, I would be willing to 
hazard my guess, would be well protected even under an injury clause 
such as this, because the per capita consumption of cotton is declining 
so that, by and large, probably under a definition of that type we 
would enjoy a good deal of protection. 

But several of the major thoughts which we are attempting to pre- 
sent to this committee are first addressed to some of the generalized 
theories presented by some of your witnesses which we think reflect a 
conflict of purpose. 

It seems to me that particularly many of your witnesses here of 
»rofessorial rank have become the extreme advocates of noninterven- 
tionalism and nondiscrimination in the setting of rates and duties in 
the field of international trade. 

We believe that just as there is in the field of domestic economic 
policy a responsibility of Government to fulfill purposes set forth 
in the Employment Act of 1946, and just as it is the responsibility of 
our Government as it is recognized by other governments to maintain 
economic stability and continued economic growth, so we believe that 
policies affecting international trade must fit into these national eco- 
nomic objectives of growth and stability and rising standard of living. 
We, therefore, think that the reckless kind of testimony which 1 or 2 
witnesses have presented here, where they have made literary allusion 
to the fact that we should permit the destruction of textile mills in 
the United States from foreign competition with the same abandon- 
ment and indifference that we have witnessed the transfer of shrinking 
of mills from New England to the South or the closing of mills in the 
South with no subsequent transfer, is both reckless and out of tune 
with the degree of responsibility that we expect of any government in 
these days. 

Cartainlyi therefore, we believe that in approaching the area of 
international trade we must definitely keep in mind that we have 
national economic objectives and that our international economic poli- 
cies must be an integral part of our domestic purposes. 

The second general observation that is extremely important is that 
we believe that the promotion of exports of one or another partic- 
ular commodity does not justify the destruction of the domestic 
industry. 

Many of the advocates of lower tariff rates have been motivated 
or have appeared to justify their particular position on the necessity 
of promoting exports, knowing full well that concurrent with the 
promotion of the export of those commodities American industry, 
certain American industries will be injured. 

Now we believe that in the final analysis there must be a weighing 
of the merits of the promotion of one industry versus the destruction 
of the other rather than merely arbitrary application of universal 
reduction of tariff rates with indiscriminate effect. 

Another group has appeared before you, and other groups in the 
past, and have said that we need to promote more trade to close our 
dollar gap. Obviously that is merely another way of stating the 
position of those who would like to promote further exports because 
the dollar gap, aside from military commitments and foreign aid 
abroad, is the result of the level of exports which we might be enjoying 
at any particular time. 
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But the difficulties of the dollar exports are very clear to all of us 
who have studied the problems of the postwar world, particularly 
Europe and underdeveloped countries which have not been integrated 
or complemented within our economy. The problem is primarily the 
destruction of their resources on the one hand and, secondly, the fact 
that they have not yet developed the new patterns of industry to sub- 
stitute for those which they had relied upon in the prewar years, 
Other factors are that their industries do not complement our indus- 
tries. We cannot develop the integrated type of economy such as the 
British Empire enjoyed during the 19th century. Also, we have had 
abundant evidence from studies which have been presented to us that 
the mere reduction of tariff rates is not going to invite a volume of 
imports into this country which will substantially close this dollar 
ap. 

The question then is: What is our volume of trade, import trade, 
primarily dependent upon? We have learned enough about that prob- 
lem during recent years to know it is the raw materials and semimanu- 
factured goods which constitute the great bulk of our imports and the 
growing proportion of our imports and that consequently the manipu- 
lation of tariff duties in the area of the manufactured goods or the 
older industry really do not provide the full answer to these problems 
of dollar gap. 

Also, it consequently leads us to question the emphasis which the 
adherents of free international trade have placed upon the reduction 
of these duties in the areas of manufactured goods. 

We want to also—I would like, also, to call your attention to the 
fact that everyone is becoming increasingly aware that in the history 
of the application of our duties in the postwar years we have come, 
in many industries and certainly in the textile industry, to the point 
of great danger; sufficiently so that the political parties, Democratic 
Party on the one hand and the Republican Party on the other have 
learned that we can no longer expect a ae change of duties and 
that we must reexamine the effects of some of the duty changes in the 
past under these agreements. 

Frankly, the Democratic Party platform change represents, as all 
of us know, a very radical departure from the past and my union, 
among others, appeared before the platform committee and before 
other individual members urging this type of change. It represents 
a degree of sobriety and reflection which 1s entering into the examina- 
tion of international economic policy in this area. 

In the early days, postwar years, in the field of textile the reductions 
made in those duties were, for the most part, nominal, and, conse- 
quently, those of us who followed it were not particularly averse to 
any of the reductions or even the concessions which were made, except 
our first alarm was aroused in the woolen and worsted industry into the 
agreements of which there was the so-called Geneva reservation of 
1947 which provided for a hiking from 25 percent to 45 percent of 
duty whenever the rate of imports exceeded 5 percent of domestic 
production. 

I can tell you here that my union, and I represent it, proposed 
some such formula as that. Not the precise one finally negotiated 
but the kernel of this idea originated with us. We believe that kind 
of mechanism provided the best way of regulating the flow of trade 
in that industry because it assured a volume, limited volume, which 
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can be beneficial in stimulating without being destructive to the 
industry itself. 

We are concerned that we have now come to the point and have 
passed the point in many items where the duties are of such level as to 
permit a destructive volume of imports into this country. 

One other question that the chairman asked bordered on this ques- 
tion of growth and decline which interests me and which I have 
covered in my statement. I was commenting earlier that our industry 
is shrinking in size, not in total production, because our employment 
has declined by a quarter of a million people, our mills in the basic 
textile industry have witnessed the closing of probably 800 or 900 mills 
in the last few years. Our equipment has been scrapped on a whole- 
sale scale and despite that the total volume has been maintained. All 
of which, first of all, indicates that the movie we saw today was rather 
interesting, we all know about it, but hardly provides the answers to 
the problems we are confronted with. 

As an illustration, in the text of my paper we indicate that a rough 
measure of the rise in productivity in this industry can be calculated 
from this figure; that in 1947 the man-hour yardage production in this 
industry was 7.7 yards or 7.8 yards. It has now, in the first quarter 
of this year it was up to 11.5 yards—it was 7.8 yards in 1947—a rise 
of over 50 percent. 

Our man-hour productivity has been rising through devices such as 
the movie indicated, through the shift from natural fibers to synthetic 
fibers, and through the introduction of new mechanical devices, new 
managerial techniques, mass-production approaches, which we have 
transferred from other industries or which were developed here. De- 
spite all this, our industry has not grown and textile prices are com- 
paratively low contrasted to other commodities. The profit margins 
in the last 3 or 4 years have been very modest where they have existed 
at all. As a matter of fact, our industry has been a good hunting 
ground for the loss carryback merger movement. We lave paraded 
before congressional committees one illustration after another of tex- 
tile companies having been bought primarily for the loss carryback 
tax benefit which the buying corporation seul tiie. 

The issue I would like to address myself to is an important one 
arising in the field of international trade discussion. The problems 
of the textile industry are not going to be solved merely by tech- 
nology at the present time. They are of broader scope. We have 
alleged and contended before many congressional groups that the 
American textile manufacturer and the industry as a whole have been 
somewhat laggard—not in the rate of economic and technical devel- 
opment, because it is technically the most advanced industry of 
the world. There is nothing that is available in any other country 
that is not found here and most of the things we have here are not 
found abroad. Even Japan does not have the level of technology 
that we have. It has advantages which permit it to surmount those 
technological advantages. But there are inherent difficulties and 
shortcomings in the American textile industry which it must over- 
come if it is to reocecupy and regain the position of preeminence in the 
American industry scene which it had in the past. It can do so. 

The challenge which it faces for new thinking and new enterprise 
and new ideas, that is not going to come from competition from 
abroad because the only kind of competition we are getting from 
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abroad that is at all stimulating is the competition of some design in 
some selected areas. We are not getting the competition in design and 
merchandising from Japan. That is of no importance to developing 
our industry. That is imports which destroy our industry because 
all they are doing is copying or duplicating us or other manufacturers 
the world over. In the woolen and worsted industry it is copying 
primarily worsted and in cotton copying us. 

The kind of economic development which will stimulate our industry 
is, as I suggest in our text, the kind of enterprise that will cone 
from a public airing of the problems of the industry. It has been 
laggard and they must be overcome, but they will be overcome pri- 
marily from the initiative within our country. 

I think in our economic analysis of the problems of imports, we 
must keep in mind that the high employment levels or the objectives 
of the Employment Act of 1946, we must always recall that many of 
these industries affected by imports, the ones we are concerned with 
here, are labor intensive in character and to obtain the same amount 
of employment we must always, therefore, have a disproportionately 
greater capital investment per man and a greater wee per man for 
each job which has been displaced. This is a thought which is not 
foreign to any of us these days in seeking to secure economic stability 
but in the analysis which many men have presented here they have 
tended to overlook that fact. 

We know how incapable the American economy has been in meeting 
that test. On the overall we get misled into believing that the Amer- 
ican economy will get jobs and there are shortages in jobs and labor 
shortages in certain areas and there is inadequacy of capital, certain 
types of capital, but we have been pleading in terms of the textile 
industry this stark fact, sufficiently stark so that even the present 
administration and the Democratic Party in their platform have taken 
public cognizance of it. The fact is, in the textile communities where 
these mills have closed there has not been the creation of the number 
of jobs necessary to reemploy these people in other industry. That 
challenge is not answered by the generalization of the overall! eco- 
nomic statistics which are often paraded. 

The fact is that the textile communities are those that are dis- 
tressed and those that our country is constantly confronted with in 
finding answers to economic growth and stability. We have not 
found those answers and consequently it behooves the responsibile 
authorities in the field of international economic policy to concern 
itself with the obligations under the Employment Act not to engage 
in types of policies which cause greater distress in these particular 
areas, 

On the problem of cotton, raw cotton, we are now witnessing an 
extremely serious repercussion from the new policy or the continuance 
of last year’s policy of selling raw cotton abroad. As you recall, the 
American Cotton Council and raw-cotton interests appeared in the 
Congress and said “Well, if you sell that abroad, they will be in 
favor of import quotas on cotton textiles.” That particular provision 
never passed and was defeated on the floors of the Congress. The 
result is that we are now handicapped in the cotton branch of our 
industry, handicapped in competition from abroad by the cost differ- 
ential on raw cotton, the higher labor cost which exists in our country, 
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and that will have the effect of limiting our export capacity and 
threaten higher volume of imports into this country. 

We think that this emergency is of such a nature that the Federal 
Government, through your committee and other agencies of the Fed- 
eral Government, must act immediately. The export of cotton, the 
sale of this exported cotton at world prices is just in process. The 
conversion of that cotton into fabric will be converted into imports of 
larger and larger amounts. The American Government has created a 
Frankenstein here with which we must deal. Frankly, in the woolen 
and worsted industry many of us found a happier solution to the prob- 
lem. We supported, and finally the Congress of the United States 
adopted this program of a subsidy payment to the growers in lieu of 
a floor price on raw wool which has had a very beneficial effect. It 
created one price in this country with that abroad. 

Secondly, it has lowered the price of raw wool and increased its 
utilization in this country and, thirdly, it has maintained the sheep- 
raising industry and consequently maintained its economic well-being. 

We believe that some such approach must finally come in the raw 
cotton industry if the domestic cotton industry is not to be destroyed 
and if an equitable arrangement is to result Sennen the price paid 
by the domestic consumer and his taxes and the foreign price for cotton 
because this present system duplicates payments, causes high prices, 
injures the cotton farmer in the long run. 

Our synthetic-yarn industry is pressing hard on the raw-cotton in- 
dustry. To maintain its share it must find a better level of prices. 
The solution there which would be beneficial to all is finally to find 
some answer in terms of a more uniform cotton price which will not 
create all of these artificial difficulties. 

In my statement here I list 11 different reasons why we believe that 
the textile industry is the type of industry which must be maintained 
inthis country. In short, I would say this: There is no world textile 
industry which compares with us. e are the leaders in technology, 
machinery, factory management, productivity, in innovation except 
in highly designed articles, and in that respect in many fields of design 
other countries, particularly Europe, can make great contributions. 
Our industry does not fear European cotton competition. It was the 
advent of Japan which created the difficulty because our tariff duties 
are related to European costs of production and we suddenly were con- 
fronted with a completely lower level of costs as represented by Japan. 

In the field of the woolen and worsted industry we have a solution 
already built into the Reciprocal Trade Agreement Act which provides 
for a 45-percent, contrasted to the 25-percent, duty on imports when 
they exceed 5 percent of the domestic production. We have coni- 
plained against the administration of that particular reservation. 
Having been part of the original discussions of it we had believed that 
the application would become automatic. As soon as the reservation 
was signed we assumed that the mere entry or advent of in excess of 
over 5 percent into our country would call for the automatic applica- 
tion of the higher duty. To our amazement and without any oppor- 
tunity for public discussion and finding redress, we found that the 
Committee on Reciprocity Information and the other authorities in- 
volved had concluded that specific action by the President was neces- 
‘ary to invoke that reservation, that it was a permissive one rather than 
one which the Government assumed could be applied automatically. 
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We held a hearing in April of this year and we have not as yet had 
any action. Newspaper rumors indicate that the matter is now on the 
President’s desk. 

But here we are at the moment when the imports into this country 
exceed 5 percent by all estimates that we can obtain and yet the 
—— which we had obtained in the original reservation has not been 
applied. 

On the escape-clause provision we had a rather unfortunate exper- 
ience there in the silk-scarf industry, a very small industry. We 
frankly grant that neither national interest nor national well-being 
was involved. There were employees in this industry that were largely 
composed of younger men and they have been fully reabsorbed because 
they are all located in the metropolitan area of New York. Their 
skills were such as to be transferable. But here was an industry which 
was the first victim of the new Japanese competition. The primary 
victims of that were the women sewers in Puerto Rico, and the 
question which confronted the United States was whether we were 
going to help maintain an industry in Puerto Rico and the small 
group of people who were employed in New York City in the printing 
of it or permit that industry to be transferred to Japan. 

The Tariff Commission favored the former, but the President’s 
decision favored the transfer to Japan. The final result is that the 
silk-scarf industry is of no great importance to Japan at the present 
time because with its transfer of production to Japan came the decline 
of the promotion of this type of product in this country, decline of the 
fashion, and the entire industry has gone the way of fashion itself and 
disappeared as an important element in our domestic industry. 

This is one of the matters on which I dwell in this paper. The 
textile industry cannot be permitted to be transferred to others even 
though for a time some other country, Japan or other, may gain an 
advantage, because they will neglect our own national interest in the 
promotion of garments, household and industrial use of textiles. They 
will duplicate what we have but not innovate because their methods 
of life, their fashions of dress, their industrial needs are different from 
ours, and consequently they will not be attuned to the processes of 
innovation, they will not have the sensitivity to the methods of living 
we have, and consequently it would be against our ultimate national 
well-being for us to allow that transfer of industry. 

We predict that as soon as divisions of the industry are destroyed 
in this country there will be a continued decline of the use of that 
kind of product in this country. 

This is the kind of challenge with which we are confronted, par- 
ticularly in types of industries such as these. They must be here if 
we want to promote their use, expansion, growth, and adaption to the 
American need. If we permit temporary advantage of price to 
destroy this industry, we will ultimately also destroy the product’s 
place in our economy and our way of life. 

Mr. Harrison. Any questions ? 

Mr. E. Martin. Aside from the possible question of the cotton price- 
support program, do you think any legislation is needed to relieve the 
textile industry from the ills which now confront it? I meant legis- 
lation in the field of tariff and related fields. 








CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 751 


Mr. Barxrn. Our recommendation is that imports into this country 
should be regulated by a limitation which would restrict its volume 
to a percentage of domestic production and should not exceed that. 
Whether we do that by direct quotas or by a sliding scale of duties 
such as we have developed in the woolen and worsted industry is 
immaterial to us. 

Mr. E. Martin. Another question. Is your application for the 
invocation of the GATT reservation on woolens and worsteds still 
an open matter or has that been disposed of ? 

Mr. Barkin. We hear that it has been transferred from the desk 
of the Committee on Reciprocity Information to the President. It has 
not been concluded yet. We are awaiting a decision by the President. 

Mr. E. Martin. Thank you. 

Mr. Harrison. Mr. Morrison ? 

Mr. Morrison. Mr. Barkin, your testimony indicates that you have 
been concerned mainly in this matter with the effects of tariff cuts. 

Now, the escape clause, as you know, provides for the possible appli- 
cation of more severe restrictions than were ever provided for by the 
Tariff Act of 1930. 

Do you think that is an improper feature of the escape clause ? 

Mr. Barxtn. The problem of raising rates is a very necessary one 
in view of our experience now with Japan. 

Mr. Morrison. But raising them from the cut level to—— 

Mr. Barxrn. To a higher one to limit the volume of imports into 
this country. 

Mr. Morrison. And possibly higher than before there were any cuts. 

Mr. Barkin. Possibly, yes. With Japan entering into direct com- 
te with us it may be necessary to raise them above that previous 
evel. 

Mr. Morrison. In this possible protection of American domestic 
industry provided for by the escape clause there has been considerable 
criticism either of the administration or the present legislation. 

Do you have in mind ways in which the instructions to the admin- 
istering agencies could be made more appropriate in light of your 
criticisms of the administration of the legislation ? 

Mr. Barxrn. No, I have no precise recommendations in that area 
except insofar as I have indicated we believe that as for the textile 
industry there should be this very specific limitation either by quota 
or by sliding scale of rates on volume of imports into the country. 

Mr. Morrison. And the legislation should contain that ? 

Mr. Barxrn. Correct. 

Mr. Morrison. That is all. 

Mr. Harrison. Mr. McCarthy? 

Mr. McCarruy. Is the advantage the foreign producers of textiles 
have one which arises only because of the low wages paid to labor? If 
we were to develop the self-sufficiency program which you recommend 
so far as the United States is concerned, would there be any real eco- 
nomic loss ? 

Mr. Barkin. To whom? 

Mr. McCarruy. To the United States? 

Mr. Barxtn. No, sir. 

Mr. McCartuy. Overall economic loss. 
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Mr. Barkin. No, sir. Our technology is developing during the 
postwar years at a rate of about 5 percent in the textile industry as a 
whole. It may very well be argued that at a temporary period we 
might therefore be losing because instead of buying our cotton print 
cloth, let us say at 19 or 1834, we might come down to 16 or 17, but 
the fact is—— 

Mr. Mc€arruy. On production itself, we could produce just as ef- 
ficiently as anyone else ? 

Mr. Barkin. We would overcome that handicap in time because un- 
less a country like ourselves is there, the pressure for technical develop- 
ment in other countries and the model for other countries will not 
there, and the consequence is it will slow up the rate of technical ad- 
vance in the textile industry in the remainder of the world and we will 
thereby be handicapped in the longrun. In 5 or 10 years our costs for 
textiles will be raised thereby and the skill that we need, if we under- 
stand the meaning of the motion picture we saw today, fundamentally 
the know-how of textile manufacture will bring its technology and its 
product to the use of American industry and the consumer in a way 
in which no foreign country could do and consequently in the long run, 
using “long run” in the 5- or 10-year period, we will suffer from having 
these goods made abroad. 

Mr. McCarrny. What is your opinion of the proposition that it 
might be better if people now in textiles transferred to some other kind 
of production ? 

Mr. Barxrn. To put it frankly and squarely before you, I do not be- 
lieve that a Nation such as ours can permit itself to lose a basic industry 
such as textiles. We can no more survive as a Nation by having our 
coal and fuel resources beyond our reach than we can by having the tex- 
tile industry beyond our reach. 

Mr. McCartuy. Consider it only as an economic proposition now. 

Mr. Barxtn. I have indicated to you that our way of life and our 
industry requires a textile know-how and textile industry which is 
ready to supply and furnish and cater to its particular need and no 
other country in the world can do it. 

Mr. McCarruy. Thank you. 

Mr. Harrison. To what extent has the synthetic yarn been affected 
adversely by Japanese competition ? 

r. Barkin. We are on the threshold of new problems there. | 
think my information that I shall furnish you is correct but I might 
qualify it to be sure that I check it. 

Up to now we have been primarily confronted with very little 
competition from Japan in this area because they must import their 
wood pulp and their major chemicals for the production of synthetic 
yarns and consequently we have—lI believe these figures are correct, 
at least they were correct until about a year ago; I was in Japan 2 or 
3 years ago and had close access to these types of problems—we can 
undersell Japan in acetate yarns certainly, and I believe also in viscose 
yarns. These are the cellulose yarns. But during the last year or 
year and a half they have begun to produce noncellulose yarns out of 
domestic raw materials. Whether that will create a problem in the fu- 
ture is difficult to forecast but that is the area where competition could 
arise rather than in the cellulose field where Japan must import the 
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raw material itself. It does not have an indigenous source of raw 
material. 

Mr. Harrison. Going back to our opening colloquy about the 
change in definition in the escape clause, would you care to develop 
any thought as to what would be the effect of a change by the Con- 
gress in the definition of the escape clause to provide that injury 
should be defined in such a way that imports sufficient to materially 
cause contraction of a major industry or segment thereof when com- 
bined with the production of the whole during the given period—what 
would be the effect of that ? 

Mr. Barkin. Our organization has repeatedly taken the position 
that the best way of controlling the problem for the textile industry 
is to limit volume of imports in terms of the output in any one year 
limited to a proportion of the output such as we have achieved in the 
woolen and worsted industry. 

Mr. Harrison. Would the formula outlined improve the present 
situation ? 

Mr. Barkin. It would tend to prevent further deterioration from 
imports. It would not improve it any in wools because we have the 
5 percent in that formula there. It would improve it slightly in 
cotton. If the cotton imports this year, as we estimated, are 150 
million yards, a formula such as we have thought would bring that 
down below 100 million yards would improve it to that extent and 
thereby help stabilize the market in this country for the domestic 
industry. 

Mr. Harrison. We have been hearing a great many witnesses say 
that the Japanese had taken their machinery, standing idle, losing 
their jobs to the Japanese; therefore, give us a shield to protect us 
from the Japanese. Now, the difference between the formula I out- 
lined and the one you outlined is that mine is a shield and yours is 
a sword. You become the aggressor and go out and take 

Mr. Barkin. The difficulty with the shield is that it will become 
subject to all kinds of interpretations and applications and the spe- 
cific import is very difficult to discern. Each one of these words that 
is employed is subject to all types of interpretation, such as “decline.” 
We could, both of us, I am sure, recite at least 15 or 20 different criteria 
of “decline” which might be read into that term and not be certain 
as to what it will ultimately be interpreted to mean. So that the gen- 
eral formulas which might serve for enabling legislation are hardly 
the answer to those of us who are familiar particularly with a specific 
area of industry where our concerns are immediate and our fears in 
our minds are most real and urgent, and, consequently, we seek for a 
definitive answer rather than general enabling legislation which might 
cover all other industries. 7 

Mr. Harrison. Our difficulty now is the lack of a definite yard- 
stick, is it not? 

Mr. Barkin. Our difficulty has been that we are trying to cover 
various kinds of conditions through enabling legislation, whereas areas 
of most injury are coming and talking to you about their own problems. 

83979—56—pt. 2——14 
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Mr. Harrison. Thank you very much for your appearance and the 
information you have given the committee. 

Our next witness is Mr. Harry A. Moss, executive secretary of the 
American Knit Handwear Association, Inc. 


STATEMENT OF HARRY A. MOSS, JR., EXECUTIVE SECRETARY, 
AMERICAN KNIT HANDWEAR ASSOCIATION, INC. 


Mr. Moss. Honorable chairman and members of the committee, the 
American Knit Handwear Association represents all of the American 
producers of handwear knit directly from yarn. 

In accordance with the announced purpose and time limitations of 
this hearing, we shall confine ourselves to a very brief résumé of our 
own experience with the competitive impact of imports, and the major 
obstacle to relief from import injury. 

Twenty years ago, in 1936, this industry was granted relief from 
Japanese imports under Tariff Act paragraph 1114 (b). Through 
a Presidential proclamation, following a Tariff Commission investi- 
gation, the American selling price was established as the basis of 
valuation. 

Importers immediately ordered their gloves ornamented with a bit 
of embroidery and entered them under paragraph 1529 (a) which 
had not been conceived for gloves. 

This led to another investigation, which was withdrawn at the out- 
set of World War II when we became heavily engaged in military 
production. 

Following the war, Japanese imports appeared in 1948, and in 1949 
we applied again to the Commission for relief. With the outbreak 
of the Korean war, we again withdrew our application because of 
heavy military orders. 

During 1950-52, Japanese imports continued to grow, as domestic 
civilian production declined. This decline, however, occurred during 
a period of heavy Korean military production, and did not result in 
immediate unemployment until September 1953. Beginning that 
month, one factory after another shut down. 

Early in 1954 we applied to the Tariff Commission for escape-clause 
relief on wool handwear. That year turned out to be the worst in our 
historv, as imports took 62 percent of our total civilian market, but 
no relief was recommended by the Commission in its decision which 
was rendered in December. 

Nevertheless, the Defense Department was concerned about the 
obvious loss of its mobilization base for cold climate handwear, and 
the Quartermaster immediately started its own investigation. The 
Quartermaster found that our injury was directly attributable to 
imports, it was severe injury, and the injury had already impaired 
our mobilization base. 

That investigation was concluded in June 1955, and might have re- 
sulted in relief through the Defense Department under DMO-VII, 
but for the fact that Congress then enacted the national security 
amendment, directing the ODM to take over when imports threatened 
the mobilization base of an essential military item. We thereupon 
advised the ODM of the facts in our case, and have continued to keep 
that office informed. 
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Apparently the Tariff Commission and the Committee for Reci- 
procity Information have since taken a more sympathetic view of our 
case. In the trade-agreement negotiations of 1955-56, three of our 
products were listed for tariff rate cuts. We appeared before the 
Commission and CRI. The rate on cotton string gloves was cut only 
5 percent, when it could have been cut 221% percent; the rates on cotton 
lace gloves and embroidered wool gloves were left untouched. 

During 1955 imports again took 62 percent of our wool glove 
market. 

And what of 1956? The latest census figures cover the first 7 
months of this year and show imports running 121 percent ahead of 
last year. Consequently, we are preparing to file a new application 
with the Tariff Commission for escape-clause relief. 

Incidentally, domestic production has increased by 20 percent over 
last year compared to the 121 percent imports have increased. 

To what extent has this industry been injured? The cold statistical 
picture of this industry’s decline is clearly illustrated in the two rough 
charts appended to this statement. 

That picture is rounded out by the following brief facts: 

(2) Prewar, 1937-39 imports took 25 percent of the market. Post- 
war, imports took a growing share of the market, amounting to 62 
percent in 1954-55, and an estimated 75 percent or more in 1956. 

(6) In 1946-48, this industry was comprised of 32 manufacturers. 
By now, 17 of them have been knocked out of the glove business by 
imports ; 13 have been liquidated entirely ; 2 have gone to Puerto Rico; 
2 have ceased making gloves. Percentagewise, that is a business 
mortality of 53 pten with a concomitant loss of sales, production, 
wages, taxes, and employment. 

(c) Every product we make has lost the major share of its market 
to imports—wool gloves, wool linings, which makes up to 90 percent 
of our glove production, glove inserts, and so forth, cotton-string 
gloves, nylon stretch gloves, and slipper socks. 

What should interest this committee are the following conclusions, 
which are obvious from our experience. 

1. Oriental imports will freeze out imports from higher wage areas, 
such as Europe. 

2. Oriental imports will injure and eventually kill off the com- 
peting American industry. 

3. Oriental low wages are the real cause of our problem. To sub- 
stantiate the deplorable condition of labor in the Japanese knit- 
glove industry, we submit for the record, to be included as part of this 
statement, a copy of Foreign Service Despatch No. 898, dated April 4, 
1956, from the American Embassy, Tokyo, to the Department of State, 
Washington, wherein the last sentence sums up: 

What information is available indicates that, judged on the basis of Japanese 
wage standards, they must be poorly paid indeed. 


4. Twenty-two years’ enjoyment of the American market by the 
Japanese knit-glove industry has done little, if anything, to improve 
the wage status of the Japanese worker. 

5. Tariff rates should be set high enough to offset the difference 
between costs of production here and abroad, and to encourage raising 
the wage levels in foreign industries which export to this market. 
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What we wish to emphasize above all else is the major obstacle to 
relief. That is, our obligation to conform tothe GATT. Until that 
is clarified and renegotiated according to sound legal, moral, and 
economic principles, it is futile to dwell upon improving the current 
avenues of relief from import injury. 

Mr. E. Martin. A year or two ago there was a rather considerable 
change in the buy America situation. There was an Executive order 
that reduced premiums that had previously been given to American 
companies. 

Mr. Moss. Yes. 

Mr. E. Martin. Has that resulted in any change in your business 
with the military services? 

Mr. Moss. No; Mr. Martin. That did not affect us at all. As a 
matter of fact, prior to the time that went into effect, Government 
contracts dropped out of the picture. They dropped from about 
880,000 dozen per year during the height of the Korean war to 21,000 
dozen, and there were no non-American firms that bid on them. Only 
just recently have Government contracts come into the picture in a 
substantial way. 

Mr. E. Martrn. So far none of them have been granted to importers 
in the wool-glove field. , 

Mr. Moss. Not a single one has attempted to bid on them. 

Mr. Morrison. Do these data in your chart cover the military as 
well as the civilian market? 

Mr. Moss. These cover the civilian only. I might add for the last 
2 years, 1954-55, the military production was negligible, so it would 
not distort the picture in any way. 

Mr. Harrison. We certainly thank you for your appearance and 
the information that you have given the committee. 

Mr. Moss. Thank you, Mr. Chairman. 

Mr. Harrison. We are also grateful to you for your presentation 
that covered the subjects so succinctly. 

Our next witness will be Mr. Harry R. Chapman, vice president of 
the National Confectioners’ Association, who will speak on behalf of 
that organization. 


STATEMENT OF HARRY R. CHAPMAN, VICE PRESIDENT, NATIONAL 
CONFECTIONERS’ ASSOCIATION 


Mr. Cuapman. Mr. Chairman and committee members, my name 
is Harry R. Chapman. I am currently vice president and chairman 
of the Washington committee of the National Confectioners’ Asso- 
ciation, an organization composed of candy manufacturers and sup- 
pliers to the industry located throughout the United States. I am 
also former president and board chairman of the New England Con- 
fectionery Co., of Cambridge, Mass., and continue to be a stockholder 
of that company, hence my interest in these proceedings. 

It is estimated that our association through its active members 
manufacture about 83 percent of the Nation’s candy requirements by 
dollar sales at the wholesale level. We are an industry of small 
businesses. We have no companies comparable to the United States 
Steel, General Motors, General Electric, Westinghouse, DuPont, or 
American Telephone & Telegraph, but rather our membership is 
largely made up of family owned businesses whose aggregate volume, 
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however, reaches the enormous sum of over a billion dollars annually. 
This necessitates the employment of approximately 90,000 people 
whose economic livelihood depends on our combined prosperity. Now 
we do not come to Washington or any of these public hearings to cry 
on your shoulders or to ask for preferential favors. We are only con- 
cerned to help correct what we consider to be unfair legislation or 
unfair interpretations of laws already on the books. 

I should hke to say a few words about the attitude of some Govern- 
ment people in recent years toward business. It seems logical to us 
to expect general agreement among people that a business is a good 
institution. Business is the principal source of the high standard of 
living we Americans enjoy. Business is not only the source of those 
material goods and services that can make our lives richer and hap- 
pier but it is also an instrument of a rising level of spiritual living. 
A housewife freed by a machine from household drudgery has time 
for more humanly constructive things to do for others, from which 
she can obtain greater spiritual satisfaction from her own life. 

But it has been true that voters who are economic men have been 
led to believe that as social men they must go to the polls and vote 
against their own best interests. They have been persuaded to believe 
that successful business begets power, and that power is likely to be 
used for evil purposes. Thus the more successful a businessman serves 
the public, the bigger it grows, and thus the more the public tends to 
suspect it. 

So the opponents of business continue to convince some voters that 
what is good for business is bad for them, the voters, and this will 
continue unless we businessmen give the public the facts not only of 
the good economic merchandise we supply, but also of the social mer- 
chandise that is also a product of our successful operation. 

It can be made good politics to be on the side of business when an 
informed public is convinced that business is for, what the public 
really wants and needs. 

That is the reason for my appearance before you today. 

Although my remarks today will be intended to apply to the United 
States overall foreign economic policy, I shall illustrate the observa- 
tions which I will make by examples and experiences of the confec- 
tionery industry. We believe that many, if not most, of these obser- 
vations and experiences will be applicable to numerous other industries 
and might be of value in connection with United States foreign trade 
policy. 


TRANSFER OF ITEMS FROM THE DUTIABLE TO THE FREE LIST 


_ For many years our country has been practicing a policy of reduc- 
ing import duties on most commodities through our reciprocal trade 
program and the International Conferences of the General Agree- 
ment on Tariffs and Trade. We think it is interesting and significant 
that although United States representatives have been given broad 
authority to negotiate reductions in American duties through GATT 
that they have been prevented from taking any action which would 
result in the transfer of any commodity from the dutiable list to the 
free list. In our opinion, this is one field in which a significant con- 
tribution might be made to more extensive and freer international 
trade. That is by eliminating entirely duties on commodities for 
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which there appears to be no basis for an import duty other than the 
imposition of import duties as a means of securing revenue which is 
no longer, I understand, the purpose for which duties are imposed. 
I am referring primarily to items not produced in the United States. 
As this pertains to the confectionery industry, we believe that there 
is no basis for an import duty on vanilla beans, cashew nuts, Brazil 
nuts, coconut meat, coconut oil and possibly certain tropical fruits. 

I would like to interject an observation about the definition of a 
tariff. Many people seem to feel that a tariff is a subsidy. In our 
estimation a tariff has no reference to a subsidy and is not the same 
thing at all. It is an administrative device for equalizing differences 
in living standards between people who trade with each other. If 
every country in the world had the same living standard as we, we 
would say wipe out all tariffs everywhere. We would take our chances 
then on salesmanship. 

Concerning the items just referred to, it is presumed that there 
would be no argument whatsoever concerning vanilla beans. The 
duty on cashew nuts is only 114 cents per pound and on brazil nuts 
114 cents per pound. Serious question might be raised as to whether 
the revenue derived would even justify the cost of collection. In 
addition to the fact that cashew nuts and brazil nuts are not produced 
domestically, they are not competitive with other nuts. This has 
been recognized by the United States Tariff Commission. Formerly 
the Tariff Commission, in holding annual hearings under section 22 
of the Agricultural Adjustment Act in connection with possible action 
to curtail imports so as to prevent interference with the Department’s 
program on almonds, filberts, walnuts, and pecans, included within 
the scope of the hearing the question as to whether cashew nuts and 
brazil nut imports should be restricted. In subsequent years, how- 
ever, the Tariff Commission has not included cashew or brazil nuts 
within the scope of the hearing, thereby acknowledging that these nuts 
are not competitive with other types of nuts produced within the 
United States. Coconut meat is not produced commercially in the 
continental United States and, therefore, it would seem that there 
would be no basis for an import duty. 

We are seeking neither to express approval or disapproval of the 
handling of the question of import duties by executive and admin- 
istrative rather than legislative action, but we are of the opinion 
that if Congress deems it advisable to have duties reduced by means 
of administrative action that a procedure should be established for 
the transfer of items from the dutiable list to the free list. Perhaps 
this might best be accomplished by the Tariff Commission compiling 
a list of items which are not produced commercially in the United 
States. The Commission then could hold hearings and submit recom- 
mendations to the President of the commodities which should be trans- 
ferred to the free list. 


CONFLICTING UNITED STATES POLICY CONCERNING IMPORT PROTECTION 
ON MANUFACTURED PRODUCTS AND AGRICULTURAL COMMODITIES 


Tn our opinion our Government maintains an inconsistent policy 
with reference to duty reductions on manufactured goods and agri- 
cultural products. Our observation and experience has been that our 
Government has made tremendous concessions to foreign countries In 
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the form of duty reductions on manufactured products while at the 
same time maintaining a rigid high tariff protection policy on agri- 
cultural commodities. 

In the confectionery industry, we are willing to do our utmost to 
live under a free-trade policy or a protectionist one. We find it exceed- 
ingly difficult to function under a policy which highly protects the 
agricultural commodities which we must buy as ingredients in the 
manufacture of candy but practically eliminates all “protection from 
our manufactured products. With the exception of cocoa beans, almost 
every agricultural commodity which the confectionery industry buys 
is priced far higher than the same commodity when bought by foreign 
competitors on the world market to be manufactured into confectionery 
for shipment to the United States. In some instances, the price which 
we must pay is 2 to 3 times the price at which these items are available 
to our foreign competitors. Among the many examples are sugar, 
milk, butter, peanuts, almonds, filberts, and walnuts. On rare occa- 
sions, such as the current marketing year because of crop failures 
abread, the disparity in price on a few commodities is lessened. 

While our Government has continued the rigid protection on these 
agricultural commodities, the duty on sugar candy and chocolate con- 
fectionery products has been drastically reduced. The duty on sugar 
candy has been adjusted downward from 40 to 14 percent ad valorem. 
The duty on chocolate confectionery products has been reduced from 40 
to 10 percent ad valorem. In fact, consideration was given to reduc- 
ing these duties even to lower levels: 

It is our recommendation that industries which have had the import 
duty on competitive finished products from abroad reduced substan- 
tially and which industries are still required because of a high tariff 
agricultural policy to pay much higher prices for raw materials be 
granted substantially increased import protection from foreign com- 
petition. If our foreign trade policy is such that our Government will 
not favor increasing these import duties, it is our recommendation that 
the tariff protection on the agricultural commodities which these in- 
dustries use should be reduced to a level commensurate with the duty 
on the finished products. This situation particularly has plagued our 
industry and it is our belief that it has also confronted other indus- 


tries using agricultural commodities in the manufacture of finished 
products, 


CONFLICTING UNITED STATES POLICY IN ADMINISTRATION OF ESCAPE CLAUSE 
AND SECTION 22 OF THE AGRICULTURAL ADJUSTMENT ACT 


Under the escape clause, any industry or company seriously injured 
or threatened with serious injury may appeal to the Tariff Commission 
for a hearing for consideration of whether a portion or all of the 
concession granted in the form of duty reduction should be restored. 
As you know, the Tariff Commission has received many requests for 
esca pe-clause ‘hearings and as the result a number of hearings have 
been held. In some instances, the Commission has dismissed the action 
and in others recommendations have been sent to the White House for 
action. In only a very few instances have import duties been read- 
justed upward under the escape-clause procedure. It is our opinion 
that the Tariff Commission requires overpowering evidence that seri- 
ous injury has been sustained or is threatened. Notwithstanding this 
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difficult test of injury, relatively few Tariff Commission recommenda- 
tions for duty increases received Presidential approval. This is true 
of both the present and previous administrations. 

I have a record here of a score on that. Seventy-four petitions have 
been received requesting relief. Of this number, 59 investigations 
were made in which 14 were dismissed. On 25, public hearings were 
held and the Tariff Commission refused to recommend action to restore 
the former duty in whole or in part. In 15, public hearings were held 
and a report was sent to the White House. On five, public hearings 
were held and a divided report was sent to the White House. In all, 
20 cases actually reached the White House. Of this number increased 
import protection has been granted to only seven. 


RESTRICTIVE POLICY OF FOREIGN GOVERNMENTS 


We have already explained the drastic reductions which have been 
effectuated in the duties levied on confectionery products imported 
into the United States. It has been our experience that while our 
Government was reducing its import duties on manufactured products, 
including confectionery, most foreign governments have been effec- 
tively increasing import restrictions of United States products into 
those countries by means of increased duties, quotas, and foreign ex- 
change currency controls. 

In other roads, our concessions under GATT have been a one-way 
street. 

At one time, our industry enjoyed much greater sales in a number 
of foreign countries. This export trade now has largely been elimi- 
nated. ‘There are only a few countries in which it is possible for our 
manufacturers to ship any significant quantity of confectionery prod- 
ucts. This has occurred silanes the same time shipment of candy to 
the United States has greatly increased. In the case of some countries, 
we believe this action to be particularly harsh. For example, even 
though the United States confectionery industry buys tremendous 
— of sugar and coconut products from the Philippines, that 

overnment has now placed confectionery products on its unclassified 
list, which means that no foreign-exchange funds are available for the 
importation of confectionery products. Venezuela, which enjoys good 
business with the United States confectionery industry through the 
sale of cocoa beans, has almost quadrupled its duty in recent years on 
confectionery. 

Drawbacks: Section 313 (a) of the Tariff Act of 1930 provides that 
when articles are imported into the United States and further manu- 
factured and processed and reexported the full amount of the import 
duty paid when the products were imported, less 1 percent of such 
duties, shall be refunded. 

Section 313 (b) provides for substitution for drawback purposes. 
Under this provision, in the case of certain commodities, namely, 
sugar, metal, ore containing metal, flaxseed or linseed, or flaxseed or 
linseed oil, it is permissible to substitute domestic commodities of the 
same kind and quality for the imported ones, provided the manufac- 
turer or processor has imported a sufficient quantity of the equivalent 
foreign product within 3 years to equal the quantity which is being 
substituted. We believe this is a good and sound law. It is our sug- 
gestion, however, that the list of commodities be expanded to include 
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other commodities. We would suggest shelled almonds, shelled fil- 
berts, shelled walnuts, and shelled peanuts be added to the list. 

In the confectionery industry, as I have indicated previously, our 
export trade at this time is small] because of restrictive practices of for- 
eign governments. In view of the small quantity of exports in rela- 
tion to total sales, it is difficult for our manufacturers to trace the 
identical nuts of the types mentioned above so as to make sure that the 
nuts contained in the exported finished products are the same as were 
imported. Inasmuch as the import duty on these nuts is substantial, 
however, it would be of value to our industry if the provision for sub- 
stitution in connection with drawbacks were enlarged to include these 
other items. This should in no way increase or decrease the quantity 
of imports. It merely would eliminate a very burdensome and some- 
times impossible task of tracing raw materials which are imported, 
through the various stages of manufacture. 


SUMMARY AND CONCLUSIONS 


The recommendations of the National Confectioners’ Association 
in connection with the foreign-trade policy of the United States are 
as follows: 

1. Action should be taken to transfer a number of commodities from 
the dutiable to the free list. Included in this category primarily 
should be commodities which are not produced commercially within 
the United States. Congress could authorize the President to take 
this action upon recommendation by the Tariff Commission. 

2. The inconsistent policies of the United States Government in 
reducing import duties on goods manufactured from agricultural prod- 
ucts while maintaining a high protective policy on agricultural com- 
modities should be ivininetet Either a free-trade policy should 
apply both to agricultural as well as manufactured products, or a pro- 
tectionist policy apply to both. 

3. The language of the statues of section 22 of the Agricultural Ad- 
justment Act and the escape clause are adequate. These two provi- 
sions of law, however, should be administered in accordance with the 
language of the statutes and not given a double standard administra- 
tion in accordance with the thinking of administrative officials. 

4. Section 313 (b) of the Tariff Act of 1930 providing for substitu- 
tion for drawback purposes should be amended to include additional 
commodities. 

As a closing thought for this presentation, I would like to quote from 
the words of the immortal Edmund Burke who said: 


The only thing necessary for the triump!Pof evil is for good men to do nothing. 


Mr. E. Martin. Mr. Chapman, in your recommendation No. 1 you 
speak of transferring to the free list commodities which are not pro- 
duced commercially within the United States. 

Mr. CHapMan. Yes. 

Mr. E. Martin. Do I correctly understand by that you do not mean 
necessarily they should be the same commodities, but that nothing 
directly competitive is produced within the United States? 

_ Mr. Cuarpman. That is right. At the same time, there are certain 
items I have in mind there that have been proven noncompetitive. If 
there are any other things in other industries which I do not know 
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about, I would not say if they were competitive they should interfere 
with any business in our country. 

Mr. FE. Martin. What I was thinking of, suppose that we had a tariff 
on natural rubber to protect synthetic rubber, not the identical prod- 
uct at all, under your proposal you would not recommend that tariff 
be taken off, would you? 

Mr. Cuapman. No; that is right. 

Mr. E. Martin. You speak of transferring coconut meat to the free 
list. You do not actually use dutiable coconut meat, do you? Does 
not all of your coconut meat come from the Philippine Islands? 

Mr. CHapmMan. Yes, indeed, it is used in our industry. 

Mr. FE. Marrty. Does it not come from the Philippine Islands 
exclusively ? 

Mr. Cuarman. No, not exclusively. There are coconuts shipped in 
from South American countries and Central American countries. Any 
tropical country raises some coconuts. Perhaps the biggest quantity 
comes from the Philippines, and they, in turn, have turned around 
now and prevented our exporting any finished products made of their 
raw materials into their country. 

Mr. E. Martin. That is the point that I wanted to get across, that 
your major supplier of coconut meat is that country. 

Mr. Crarman. I would say it probably is. We do not use it in our 
business, but the Peter Paul Co. uses it extensively, and there are other 
manufacturers who make a specialty of coconut bars who use it and 
probably buy it from the Philippines. 

Mr. Morrison. Mr. Chapman, I wonder if you would not recognize 
some greater difficulty than is implied here in this question of what 
imported products are competitive with domestic products. For in- 
stance, would you feel that a chocolate-covered pecan or Brazil nut 
was not competitive with a chocolate-covered walnut, or some other 
confection of that sort? 

Mr. Cuapman. Well, there are two different varieties of nuts there. 
Of course, you might say that all candy is competitive with all other 
candy. It gets to ‘be a question on the buyer’s part of what flavor he 
or she prefers. Some people like walnuts and some like pecans, and 
there is a difference in the flavor value of the varieties of nuts when 
they are coated with chocolate. We have taken the position they have 
a flavor of their own and they are bought for flavor purposes, and 
whether they compete with each other is in line with whether every 
other candy competes. Every manufacturer is bidding on the prefer- 
ence of his commodity by the consumers. You might | say cokes com- 
pete and ice cream competes. We have always taken the position those 
nuts are distinct varieties by thfnselves and stand on their own merits 
as raw materials for the manufacture of our products. 

Mr. Morrison. I suggest there is a measure of degree involved 
which you would recognize if you had to apply the criteria. 

Mr. Crapman. That is right. 

Mr. Morrtson. That is all. 

Mr. Harrison. Thank you very much for your appearance. 

Mr. Cuarman. Thank you for listening. 

Mr. Harrison. Mr. Chapman, if you care to propose an amendment 
along the line you suggested, we will be glad to have it. 
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Mr. Cuapman. Thank you very much. 

Mr. Harrison. The next witness is Mr. Douglas H. Dies, assistant 
to the president of the National Institute of Oilseed Products. We 
will be glad to have you proceed in your own way, Mr. Dies. 


STATEMENT OF DOUGLAS H. DIES, WASHINGTON REPRESENTATIVE 
AND ASSISTANT TO THE PRESIDENT, NATIONAL INSTITUTE OF 
OILSEED PRODUCTS 


Mr. Dtes. My name is Douglas H. Dies. My office is at 1026 17th 
Street NW., Washington, D.C. I am Washington representative and 
also assistant to the president of the National Institute of Oilseed 
Products. Headquarters for the NIOP are in San Francisco, Calif. 
Our president, Mr. Howard Boone, was unable to appear here today, 
and authorized me to present our problem to you. It is both a pleasure 
and a privilege to do so, and I wish to thank you at this time for 
the opportunity of telling you our story. 

The National Institute of Oilseed Products has some 75 members, 
comprising oil mills, processors, importers, exporters, steamship 
companies, insurance companies, and others interested in the vegetable- 
oil industry, and particularly in copra and coconut oil. Copra is the 
dried meat of the coconut, and is the raw material from which coco- 
nut oil and the byproduct, coconut meal, are made. 

Our purpose in appearing here is twofold. First, we would like 
this committee to determine whether it or some other committee has 
the authority to remove a tariff and processing tax on copra and 
coconut oil, and secondly, we would like this committee to recommend 
that the present tariff and processing tax be removed. On several 
occasions In the past, we have presented our problem to committees 
of the House of Representatives only to be told that the tax we pay 
is an import duty while the work of that particular committee was 
to study domestic taxes; and at other times we have asked that the 
tax be given study by groups studying domestic tax reduction, and 
have been told that our tax, in fact, was a tariff matter. It would 
appear that this committee could make a determination to guide us, 
and could further recommend action which might save our industry. 

We are concerned with a tax now imposed on the first domestic 
processing of coconut oil by section 2470 (a) (1) of the Internal 
Revenue Code. The tax is 3 cents per pound. It was originally im- 
posed in 1934. It was not then intended as a revenue measure, but as 
a kind of protective tariff. We believe, and believe that we can 
demonstrate, that any reason for its existence has long since dis- 
appeared, that it now does nothing but harm to American industry, 
and that it should be removed. 

That the tax was never intended as a revenue producer is clearly 
shown by the fact that, until the Philippines were given their in- 
dependence in 1946, the collections from the tax were remitted to the 
lreasury of the Philippine Islands, to be used for the benefit of the 
people of the islands. This remittance shows, also quite clearly, 
that the imposition of the tax was recognized to be a burden upon the 
Philippines’ economy, which it has continued to be. Since 1946 this 
remittance ceased, and the proceeds have been retained by the United 
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States, a result never intended by the original law. Furthermore, as a 
revenue measure the tax has had little value for any purpose for many 
years, and certainly no value comparable to the damage it does, 
Being a cost of operation to every user of coconut oil, it is deductible 
for income-tax purposes. Thus the Treasury’s net revenue from the 
tax hardly exceeds 50 percent of it, which, were the tax removed, 
would be in large measure restored from higher taxable income 
from the industries now adversely affected by the existence of the 
tax. 

Moreover, to whatever extent the economy of the Philippines is 
benefited by the removal of the tax—and there is every reason to 
suppose that some improvement in the market price of copra would 
result—our present burden of support of the Philippine Republic, now 
amounting to some $50 million per year, would be lessened. 

The tax was, in 1934, ere as a protective tariff, designed to pro- 
tect certain American industries, primarily the dairy industry and 
secondarily American producers of vegetable oils, from what was 
then conceived to be undesirable competition. Whether the reasons 
which then existed for the imposition of the tax were good reasons is 
not now relevant. Good or bad, they have ceased to exist, and it is 
this fact which we desire to impress most strongly upon you. 

In 1934 the diary feared the competition of margarine with butter, 
and was conducting a vigorous fight against margarine. That in- 
dustry saw coconut oil as the major material available for the manu- 
facture of margarine, and hoped, by limiting its availability, to reduce 
margarine production. 

Now, in 1956, the dairy industry has lost its battle against marga- 
rine—not to the coconut oil producer, but to domestically produced 
cottonseed oil and soybean oil, which have been found far more suit- 
able for margarine manufacture than coconut oil. 

No coconut oil is now used in margarine manufacture. The very 
qualities which render it suitable for the uses which will be described 
hereafter are qualities which render it unsuitable for margarine. 
Primarily its plastic range is too narrow so that it passes from a 
brittle solid to a liquid within a small temperature range. Under 
refrigeration it softens much too quickly for household use. More- 
over, when used in cooking it tends to froth and sputter in a highly 
undesirable manner. The margarines produced from cottonseed and 
soybean oil, and even peanut oil, do not have these characteristics. 
In consequence all margarines are now.made of these oils. 

Soybean oil and cottonseed oil are the leading edible oils in the 
United States. In 1954 we used 62.4 million pounds of soybean oil 
and 53.7 million pounds of cottonseed oil in margarine without a 
single pound of coconut oil entering the product. In the same year 
467 viltion pounds of soybean oil and 298 million pounds of cotton- 
- oil went into shortening along with 3.4 million pounds of coconut 
oil. 

The chief use of coconut oil in the United States is now industrial, 
not edible. In fact, it is classified by the Department of Agriculture 
as a nonfood oil. Its chief industrial use is in soa oak aiatare in 


which it is blended with tallow or other animal fats. Coconut oil 
supplies the free lathering qualities desirable in a good soap. These 
lathering qualities are due to the low molecular weight of the fatty 
acids contained in coconut oil. 
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Domestic oils and fats, such as cottonseed oil and soybean oil, con- 
tain fatty acids of high molecular weight, hence do not lather freely 
and are unsuitable for soap manufacture. Tallow or other animal 
greases provide the body and lasting properties of soap. Thus coco- 
nut oil and tallow supplement each other in the production of a satis- 
factory soap. ‘ 

Throughout the geographical area of the United States west of the 
Appalachian Mountains, the water supply possesses varying degrees 
of hardness or alkalinity. In much of the western part of the United 
States this hardness is most pronounced. Soaps employed in such 
areas, therefore, must contain liberal percentages of coconut oil, or 
otherwise they will not lather with any degree of satisfaction. The 
veneral run of soaps employed throughout the United States as a 
whole contains from 15 to 25 percent of coconut oil. 

In areas east of the Appalachian Mountains, the water is less apt 
to be hard or alkaline. There are, however, important areas east of 
the Appalachians where the water possesses a considerable degree of 
alkalinity. Under practical soapmaking conditions, therefore, the 
soap manufacturer who produces soap for household usage is obliged 
to put a substantial percentage of coconut oil in all the soap produced, 
no matter in what section of the country marketed. 

There are extensive other industrial uses for coconut oil, many of 
which are closely related to defense needs, as is evidenced by the stock- 
piling of coconut oil by the Munitions Board several years ago. These 
uses are as follows: 

1. Synthetic rubber: Synthetic rubber utilizes the largest quantity 
of coconut oil used in the defense program. It is used for the manu- 
facture of mercaptan, one of the important ingredients of synthetic 
rubber. There is no approved substitute. 

2. In the manufacture of incendiary bombs such as napalm, coconut 
oil fatty acids constitute 50 percent of the total fatty-acid content. 
This use ranks second in size. The napalm bomb was one of our most 
valuable offense weapons on the Korean front. 

3. It is used as a plasticizer in the manufacture of superior non- 
clouding at low temperatures safety glass for airplanes, tanks, trucks. 
and automobiles. It is also used as a plasticizer in cellulose-acetate 
molding powder for the manufacture of auto, truck, airplane, tank 
and radio parts. 

_ 4. In synthetic resins: One of the important uses of these resins is 
in the production of the lining for food containers, which are indis- 
pensable in the movement of farm products to the consumer. 

>. Insecticides and germicides: The Navy has a germicidal program 
which calls for the use of quaternary amines made from coconut oil in 
the production of germicides known variously as Navy germicide, 
l'etrosan, and so forth. 

6. For use in the flotation process in the mining of materials such 
as potash: The mineral is dispersed in water. Coconut oil in proc- 
essed form—quaternary amines—is added. The bits of rock and other 
foreign material are buoyed up by air bubbles introduced from the 
bottom of the container and can be skimmed off along with the super- 
natant foam. The function of the processed coconut oil is to act as a 
surface agent and by removal of the surface film to permit of a more 
complete separation of the potash from extraneous materials than 
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would otherwise be possible. Coconut oil in processed form is also 
employed in the flotation process in the mining of molybdenum. 

7. Rubber substitutes such as hospital sheetings: Coconut oil has 
an important use as a plasticizer in the manufacture of rubber substi- 
tutes of the polyviny] chloride type of resin. 

8. In vulcanized rubber goods such as tires: Lauric acid produced 
from coconut oil is employed in the production of zine laurate, which 
is used to shorten materially the vulcanizing process in the produetion 
of automobile tires. 

9. Coconut oil is employed in the production of sulfonated higher 
alcohols, which in turn are employed in such important uses as— 

(a) wetting agents for use in the paper and pulp industries; 
(6) in dyeing agents for textiles and leather ; 

(c) in electroplating; and 

(d) in insulating material. 

Coconut oil, aside from its specific uses in the defense effort, is of 
further importance in that it yields approximately 40 percent more 
flycerine per pound of oil than any domestically produced fat or oil; 
or, stated in other terms, approximately 140 pounds of domestic fats 
and oils must be consumed to make the same amount of glycerine that 
100 pounds of coconut oil would produce. 

The needs for glycerine in substantial quantities include— 

(a) Those for cordite, blasting powder, and explosives; 

(6) Dynamite for mining iron for steel, copper, nickel, tungsten, 
molybdenum, and so forth; 

(c) Protective coatings on ships, tanks, and so forth; and 

(d) Indirect defense requirements such as explosives for mining 
coal, medicinal and drug supplies, protective coatings of all kinds, 
plasticizers, and innumerable others. 

All the fats are sources of glycerine, but in the past coconut oil has 
been a source of approximately one-quarter of the glycerine produced 
domestically. 

It is important to note that, since the processing tax applies to the 
“first domestic processing” of all coconut oil, it is payable upon coconut 
oil used for defense purposes as well as other purposes. ‘There is no 
exemption in the Internal Revenue Code for strategic or defense needs. 
As the effect of this is only to increase the cost of defense production 
to the United States, this constitutes another reason why removal of 
the tax does not result in substantial loss of net revenue to the Treasury. 

The only edible use to which coconut oil is put in the United States 
is in the confectionery and baking trade, in which its narrow plastic 
range and resistance to rancidity are desirable characteristics. More- 
over these characteristics are not found in any domestically produced 
oils, and even in this limited edible field there is no competition be- 
tween coconut oil and any domestically produced oil. In addition, 
small quantities are used in frozen desserts which are rigidly con- 
trolled at the State level. 

It is thus obvious that coconut oil is an industrial oil in the United 
States useful for purposes for which no domestic oils are suited, and 
that its limited edible uses in the United States are likewise in fields 
for which domestic oils are not adapted. 

In the rest of the world, however, the situation is entirely different. 
In Europe, particularly, and to a considerable extent in Latin Amer- 
ica, coconut oil is an edible oil primarily and only secondarily an in- 
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dustrial oil, being widely used in margarine production and in the 
production "of various types of shortenings. Europe has not had 
available adequate supplies of the oils better suite to edible uses, 
such as cottonseed oil, soybean oil, and peanut oil. Therefore, coconut 
oil is heavily purchased in the European market for edible uses and 
the lower the world price of coconut oil the heavier the purchases 
become. These circumstances have a direct bearing upon the second 
great difference between the conditions existing when the processing 
tax was imposed in 1934 and the conditions existing today. 

In 1934 the United States was a net importer of fats and oils. Prior 
to the Second World War we had an import balance of approximately 
1 billion pounds of oil fats annually. The United States has not 
become an exporting country in the fats and oils field, due to the enor- 
mous increase in our productive capacity. For example, in 1952, we 
had an export balance of 1.35 billion pounds of fats and oils with 
additional large surpluses available for export if a market could be 
found. 

Still further, heavy domestic production of fats and oils for 1953, 
1954, 1955, and this year have occurred. It is apparent, therefore, 
that all domestic ally produced fats and oils, elaine lard, tallow, 
cottonseed oil, soybean oil, and linseed oil, must find an export market, 
and that in seeking that ‘market they must meet the competition of 
other oils. Anything which increases the price of competing oils in 
foreign markets, or reduces the available supply of such oils in these 
markets, is therefore a direct benefit to the American economy. 

Coconut oil is the chief oil from foreign sources whose competition 
our domestic oils must meet abroad. Since coconut oil does not com- 
pete with our domestic oils at home, it is desirable to adopt every 
method to increase consumption of coconut oil in this country w here 
it is not in competition with our own oils, thereby limiting the supply 
available to the rest of the world. It is equally ‘desirable to take any 
available steps to increase the value of coconut oils in our market as 
the world price for coconut oil will thereby likewise be increased, 
again improving the competitive position of our domestic oils in the 
export trade. 

The complete change in our circumstances between 1934 and 1956 
hardly needs further amplific ation. From a country short of fats and 
oils, and possibly requiring protection from the competition of foreign 
materials in order to develop adequate domestic supplies, we have 
become a country whose great need in the field of fats and oils is to 
develop foreign markets “for our products. In such circumstances, 
protective tariffs can do only harm when they force competitive mate- 
rials into the very markets most important to us. 

Since the end of the Second World War the effect of the processing 
tax has been to create two undesirable conditions, as follows, without 
any corresponding benefit : 

1. It has imposed upon domestic industries, the producers, proc- 
essors, and users of coconut oil, a heavy, unfair, and inflexible burden 
of cost, seriously damaging their competitive position with nonvege- 
table oil materials; and 

. It has increased the competition, in the rest of the world, of coco- 
nut oil with our exportable supply of other oils. 

The tax, it will be noted, is not upon a percentage basis or upon a 
sliding scale, but is a flat 3 cents per pound, constituting a fixed and 
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unavoidable cost of every operation in which coconut oil is used. At 
present prices of coconut oil, f. o. b. mill, of approximately 12 cents 
per pound, the tax represents an additional cost burden of approxi- 
mately 25 percent to the user of the oil. The advantage thereby given 
to any competing material is overwhelming. In the United States, 
coconut oil’s chief and most serious competitors are the so-called syn- 
thetic detergents, which are heavily invading the soap field, the field 
of coconut oil’s chief use. 

These products, which are made in the most part of the use of ben- 
zine—largely the product of coke ovens—and sulfuric acid, have come 
into widespread use since the close of World War II. The production 
began considerably prior to World War II, but consumption was less 
than one-half pou per capita until the war years. Coconut oil was 
then in very short supply due to the occupation of the chief producing 
areas by the Japanese. Per capita consumption stepped up to 1 pound 
in 1943. By 1947 the per capita consumption had reached 3 pounds. 
In 1952 it was 10 pounds per capita. 

Coinciding with the increase in the per capita consumption of syn- 
thetic detergents, there had been a drop in the per capita consumption 
of soap. According to the Agricultural Marketing Service of the De- 

artment of Agriculture, the average per capita consumption of soap 

or the 4-year prewar period from 1938 to 1941 was 2834 pounds. In 
the year 1952 soap consumption dropped to 16 pounds per capita. 
Indications are that it is leveling off somewhat below that figure. 

As the consumption per capita of soap has declined, the consumption 
of coconut oil in soap has decreased. In the 4-year prewar period 1938 
to 1941, according to the Fats and Oils Situation, published by the 
Department of Agriculture, the consumption of coconut oil in soap 
averaged 403 million pounds per annum. The average consumption 
in soap for the years 1949 and 1950 was 200 million pounds, which 
represents a drop of 203 million pounds. This represents a decline 
of 50 percent. 

The effect of this development upon the coconut oil producing and 
processing industry becomes distressingly evident when it is realized 
that this decline in the consumption of coconut oil in soap has de- 
prived the industry of the opportunity which they might otherwise 
have had, to crush at least 150,000 tons of copra per annum, and to 
produce approximately 100,000 tons of oil, or 200 million pounds per 
annum. 

The processing tax, by imposing upon the industry this heavy and 
inflexible burden of cost has materially contributed to this loss of 
market, the unfairness of which is so obvious as hardly to require 
discussion. 

It must again be emphasized that no domestic fat or oil has in any 
way benefited by this burden which the coconut-oil industry has 
borne. In fact, another domestic industry, the tallow industry, has 
suffered equally with coconut oil. Both tallow and coconut oil, are, as 
pointed out above, necessary ingredients of a good soap. In fact, much 
more tallow than coconut oil is used in soap. Although coconut oil 
is an essential ingredient they are companions in the soap kettle and 
suffer equally from the competition of the synthetics. ey do not 
compete with each other. Indeed, they could not possibly do so from 
the standpoint of price as well as from the standpoint of joint use. 
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Coconut oil, on a tax-excluded basis, has for many years been sub- 
stantially higher in price than tallow, as now, tallow’s present price 
is 7 cents per pound as compared to coconut oil’s price of approxi- 
mately 12 cents. Even if it were possible from a manufacturin 
standpoint to do so, no manufacturer would substitute a raw materia 
costing 12 cents for one costing 7 cents. Moreover, so far as tallow is 
concerned, it likewise requires a substantial export market. As it is, 
exportable surpluses are very large. In 1952, the United States ex- 
ported approximately 32 percent of its production of inedible tallows 
and greases, and in 1953 approximately 38 percent. 

The diversion of copra and coconut oil from the United States 
into the rest of the world, resulting from the conditions above de- 
scribed, is striking. All copra and coconut oil imported into the 
United States comes from the Philippine Islands, due to the fact that 
there is an additional processing tax of an additional 2 cents per pound 
upon coconut oil manufactured from non-Philippine copra. Copra 
and coconut oil represent approximately 60 percent of the value of: all 
Philippine exports, so that the importance of a market for copra to 
the Philippines is apparent. 

Prior to the Second World War, in excess of 80 percent of the 
total Philippine production of copra and coconut oil came to the 
United States. Since the war, the highest percentage of Philippine 
production imported into the United States was 69 percent, 426,263 
tons out of a total production of 658,434 tons. That was in 1949 
when the Munitions Board was stockpiling large quantities of coco- 
nut oil. Recently only 48 percent of the Philippine copra produc- 
tion came to the United States. In 1952 the stockpiling program 
largely ended and the only copra imported since then has been that 
needed for current domestic consumption. No further imports for 
stockpiling are in prospect except for rotation purposes. 

The remainder of the Philippine production has gone to Europe 
and Latin America where it has come into direct competition with 
domestically produced American fats and oils and where it will con- 
tinue to go unless its use in the United States can be stimulated by 
every possible means. In the United States, as pointed out above, 
it would not compete with any domestic fat or oil. 

Since the end of the Second World War at least 5 United States 
pate which had been crushing copra have shut down and 3 of these 

ave been dismantled. 

The experience of three vegetable-oil companies is particularly rele- 
vant. El Dorado Oil Works was one of the oldest and largest copra 
crushers and coconut-oil producers in the industry, with plants in the 
San Francisco Bay area and in New Jersey. This company closed its 
New Jersey plant in 1954 and offered it for sale. It reduced its Cali- 
fornia operation to the production of coconut-oil fatty acids, a tiny 
portion of its former business. 

Western Vegetable Oils Co., of San Francisco, found the production 
of coconut oil for the United States market so unprofitable that it 
ceased all crushing operations in 1954 and closed its plant. 

Pacific Vegetable Oil Corp., at San Francisco, built an additional 
plant for crushing copra immediately after the Second World War. 
After crushing at the rate of 3,000 tons per month at the outset, the 
production fell to 1,000 tons per month in 1948 and has continued to 
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decline until in 1952 the plant crushed only 590 tons in the entire year 
and in 1953 crushed none. The company’s copra supplies from the 
Philippine Islands have had to be disposed of elsewhere, in very large 
measure to Europe and Latin America. 

Mr, Chairman, there is one other company whose name should be 
included among the deceased companies, the Copra Oil & Meal Co. 
of the Los Angeles Soap Co. at Los Angeles, Calif. The plant was 
sold earlier this year. Tice last night it has been shut down and 
partially dismantled by the new owners. 

The experience of these four companies, which has parallels through- 
out the industry, shows the serious loss to domestic business and do- 
mestic revenue resulting from the condition of the industry, which the 
removal of the tax would substantially alleviate. 

It is also important to realize the adverse effect upon the Philippines. 
of anything which depresses the price or reduces the market for 
Philippine copra. We are now supporting the PRE economy to 
the extent of approximately $50 million per year. The removal of 
this processing tax, as stated above, should result in some improve- 
ment in the price of copra, to the producer as well as, and in conjunc- 
tion with, an increase in the copra demand in the United States. To 
whatever extent this occurs, the Philippine economy is benefited and 
the obligation to support thereby so much lessened. There appears to 
be no more reason for saddling the Philippine economy with any por- 
tion of the burden of this tax than for saddling American industry 
with the burden. No possible benefit is achieved and only harm is 
done. 

For your convenience there are attached several tables of statistics 
from the Census Bureau and the Department of Agriculture on copra 
and copra products, soybeans and soybean products, and cottonseed 
products. 

(The tables referred to are as follows :) 


TasLe I.—Uses of coconut oil 














[Thousands of pounds] 
CRUDE 

| 1954 | 1953 | 1952 | 1951 
Wee? S ote i ES SFOS ee | 554,610! 528,951} 581,219 542, 048 
a OO 
Used in refining. ___. Saige aaa 385,263 | 369,406 | 421, 840 | 363, 123 
Factory use outside refining_____.............-......--- 169, 356 | 159, 545 | 159, 379 | 178, 925 
Processing: eo “| _ ; 
1. Fat splitting___....-- gst hd 4544nsnskt~o55-5 } 53, 677 44, 673 47, 611 | 54, 763 
| _ aR etemiseacelteeepeie 0 | 0 Q) | 0 

Siri a. ct SLO a | 78 | 548 | 584 | (0) 

NS cian cea lel (‘) | (4) (4) i (4) 

Inedible products: | 

1. Soap Soa sans spb okhth-sst esa spenoeel 87, 442 | 7, 505 | 93, 583 | 103, 126 

Sey Ste rican Sola tennd ‘henasaicen ib enebianaiael () (1) | (1) (1) 
3. Lubricants __- Sn eS tice ae Se (1) () a) 0 
A a a naikal-~ jill 24, 312 | 24, 866 | (4) 18, 663 


Edible products.-.-.- | 7) () (1) (1) 


Footnote at end of table, p. 771. 
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Taste I.—Users of coconut oil—Continued 
{Thousands of pounds]—Continued 
























































REFINED 

Cita ange sak ccepgcaidseaggpecntsposese | 322,602 | 301,488 | 339, 344 | 302, 385 

Processing: | | 

1, BROAN SOR s 5 o. onias dee ton so npentyo-s~<1~-5-- 37, 701 29, 860 36, 048 21, 387 

Fi. Ret erstnncascansnanisanaessqunsan=== .| 52 (1) (!) Q) 

eS ee ee ee oe eee | 95, 842 90, 787 81, 972 72, 152 

Pe RS Pe ae ee See 9) () 0) | () 
Inedible products: | } | 

RG: Rete deh Dh lngiis ea caiactsao voces dev Calpers ok top ouside nahin | 87, 084 | 87, 647 | 110, 254 | 93, 946 

9, A ich nn nitspnnned-nsanitrnsebinae= Oo) ek se aah, tod 

ee Ee WE isi orev detecsncncsnchu<a- 5, 072 4, 67 3, 502 3, 501 

de SURI ino. eid he csaedesncetpe's Retail 43, 736 43, 653 3) (@) 
Edible products: | 

Re nscacanagadaauaaemusneakebes 3, 409 1, 765 | (') 16, 790 

2. Margarine-.... “ 0 0 | 0 0 

3. Other edible | 30, 450 28, 005 32, 763 23, 181 

1 Shown elsewhere to avoid disclosure of figures for individual companies. 
TABLE II.—Uses of soybean oil 
[Thousands of pounds] 
CRUDE 
1954 | 1953 1952 1951 

———— CO -— - | | — - 

Gs eek ek. OE RS eS _= 2. . Se | 2,336,045 | 2,497,720 | 2,354,113 2, 029, 593 
Cir re i es iin tan aed alaieiat | 2,256, 446 | 2, 400, 225 2, 279, 862 1, 976, 114 
Factory use outside refining-._.................--.----- 79, 599 | 88, 495 74, 251 53, 479 

\- — ———— (a So ——————————— eS | see 
Processing: 
DE insisn no eens secendelncsecs epee (4) 5, 918 (‘) | () 
a oi ceesicieg tat nonionic 0 | (4) (4) (4) 
5 ee oot a ea ee cee 210 | 174 @) (') 
yi a a oe eee 53, 492 | (!) 44, 126 24, 038 
Inedible products: | 
Bs heck atsiich: mined iheaeakicheddybinthionthicsine atieiiie 564 | 865 | 1, 105 1, 244 
ae ee eres oo core ceed rcaererarae inter 0 () | @) () 
5, FIO ia nieccte non centivbiibitics gts es 34 180 441 414 395 
re. ene a eae 4, 626 5, 704 6, 101 3, 252 
Bateson ancige A ner nie eric nineteen 13, 601 13, 851 | 19, 069 15, 513 
RA a sora ee eee 0 0 () () 
| se 
REFINED 
ith dad. eee erp Shae Rsedinnin dwanec sues 2, 183, 263 2, 227, 154 2, 073, 020 1, 757, 211 
Processing: | | 
Me Ey ee ee | 1, 108, 665 1, 141, 800 895, 033 | 660, 635 
Sl Ee ait jenn 471 | 544 | 579 | 684 
ee ene nisapmadloigtil 153, 667 128, 931 | 97, 839 | 137, 841 
1 arent giinaniginsdhcc wankboreubeseae () (4) 3) | 6, 567 
Inedible products: 
A ME abun adadehastnn ane aeakawidadint ad wailed 343 | 427 472 433 
2. Chemicais............. Sie aka bi cacabniook ae (1) () (1) (1) 
a a caesiis nsialinantinactainaion pan 74, 952 75, 938 | 67,099 | 57, 486 
ee cae aa 71, 000 85, 736 | 100, 000 | 88, 000 
Edible products: 
le bee ee een gaias | 467,051 | 470, 936 591, 003 524, 074 
Gi ate cca Rendccantichinbeaseaneta et 62, 417 | (4) 80, 425 68, 871 
Bae aac cachet hb iicca te os cacti hacer 92, 024 110, 765 88, 773 84, 157 
| 





1Shown elsewhere to avoid disclosure of figures for individual companies. 
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Tasie III.—Uses of cottonseed oil 














[Thousands of pounds] 
CRUDE 
1954 1953 1952 1951 
MIDI na tinistlintaedbnaanieoigrteinbescevsdt tiga cla cocinictbaatull 1, 879, 936 | 1,876,380 | 1,655, 152 1, 295, 592 
AE Ss ee 1, 878, 281 | 1,875,050 | 1, 653, 465 1, 298, 907 
Factory use outside refining... .................-..----- 1, 655 1, 330 1, 687 1, 685 
ing: 
IE an SARE CEO GEARS oH Ko (@) () () (1) 
ES EE SN 0 0 0 0) 
6 RR Sh aS @) 0) () 0) 
Oo EI SIND oS ercietidinninnk stengpiibicnes mdgliindingl 0 () 0 0 
Inedible products: 
BARI tabi t oirns nde edticemesnich nw apiece tippline vaeae aa 0 0 0 @) 
CR Ea RR yo Fn EEE 0 0 0 0 
i aici cee icnia Stic ta cg deem nned caeieahl (‘) () () () 
ee Oe ee eae ere () a} 0 0 
Sh RI Re Ecce. @) 1) () (*) 
EN TI iihi canesimincksnban tune ackndneatendbhs () @) @) () 
REFINED 
} 
i a cee relict ckentglglenisie neato | 1, 792, 506 | 1, 202, 982 | 1, 277,271 | 1, 106, 846 
Processing: 
Dr a ee 721, 409 433, 627 463, 788 430, 206 
Se RS as 2s Scat tea tet ama sudan aie 0 0 (4) | (‘) 
OR ele TS Se a. 670, 890 497, 137 492, 498 | 383, 727 
IN oi oa os cs oe een cedenden () (4) (‘) () 
Inedible products: 
DE pile S 5.0 ip pavtk dee cnccusdauneunssegeeens () (‘) () (4) 
I as ei asa Sa ti eC nin 1, 245 1, 752 1, 474 (4) 
Si ne OI on oe a oc | (4) (4) (4) (0) 
ie I LO, oo nw ok en Benes 718 938 859 
Edible products: 
REE in wditipiclh ncn eeiksiedendieeeianan ss 4 298, 016 189, 051 212, 697 185, 250 
2. Margarine... _._.._- 53, 796 43, 035 75, 325 75, 944 
3. Other edible 21, 995 16, 799 (4) 10, 032 


1 Shown elsewhere to avoid disclosure of figures for individual companies. 
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TaBLE IV.—Comparison figures for copra and soybean crush; and production, 
imports, and ewports of soybean oil, coconut oil, soybean meal, and copra 
meal 








rah ot oat ek. Docea cane egeiier eens sagen 9, 489 
a ce a i Ts 776 
rb i Bee. oar a 4G horas wr 
So oil (cru 
a 2, 377, 885 
Wines -vnits cuca thier he 
x P 
erin Rac taersd etek: ghee sivemeinl 63, 182 
INE 5 cicakiescoacet ali LRG bad 12, 688 
Ea aac 651 
Cottonseed oil (crude) 
PIs on i 3 cee tierninpienncdunsenintaibiiaed 2, 000, 092 
pans me nn en ne wenn nn eee nnn enn en ne n= ee cenen ee ee--- == 
xpo 
CNS dai Diletta Sactacealiminicgmmeinn denies 134, 504 
WN cates ae bb Sect Gen 444, 134 
Fe aisle nding cictkckginssineninwitedeietiin 9, 336 
Copra meal: 
Pen is ii chats lis tecktesinn 115, 451 
Imports iret eal noon onl} a alleen ne Uh teenie acta nscale Dini cin dilaln all 
Exports (October-September)-_.................--.. ® 
Soybean meal: 
My eR SES SR 2 ELE RSS ES 5, 060, 969 
Imports (October-Septem ber) -... 
Exports (October-September) _...........-..-.--..- 
Cottonseed meal: 
I ieee ae iieniiea tis 
Imports (August-July__..........-- 


Exports (August-July) 


! Unlisted. 





11, 228 30, 102 

431 3, 548 

1,417 4, 216 

2,514,829 | 2,478,046 

33, 228 199, 248 

12, 799 15, 888 

2, 743 7, 891 

1,876,799 | 1,717,436 
0 @) 

54, 464 78, 641 

14, 156 14, 569 

7, 292 11, 947 

Tons 

113, 700 118, 616 

#80, 000 3 97, 000 

iy) 30 

5, 467,624 | 5, 689,188 

16, 000 3 41, 000 

67, 000 3 47,000 

2,709,558 | 2,524,794 

70, 000 136, 000 

63, 000 55, 000 


2 Shown elsewhere to avoid se of figures for individual companies. 


3 Department of Agriculture 
4 Less than $500. 


Norg.—All figures from Census Bureau except where otherwise indicated. 


32, 737 
7,047 
®) 


2, 472, 838 

0 

298, 953 

200, 542 
® 

1, 417, 013 

0 

40, 123 


21, 302 
@) 


139, 805 
3 104, 000 
() i 
5, 910, 591 
2 24, 000 
3 42, 000 
2, 049, 008 
202, 000 
35, 000 








774 CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 


Mr. Dies. Let me again express the appreciation of our industry 
for the courtesy you have shown in permitting us to tell you our story. 

Thank you. 

Mr. Harrison. Mr. Martin. 

Mr. E. Martin. Is it generally accepted that. the processing taxes 
under section 2470 of the 1939 Internal Revenue Code were practically 
tariffs even though not legally speaking ? 

Mr. Dies. Yes. 

Mr. E. Martin. That applied to coconut oil, palm oil, and palm- 
kernel oil? 

Mr. Dries. Yes. 

Mr. E. Martin. Are they also industrial oils? 

Mr. Dims. Yes. 

Mr. E. Martin. Are you recommending that the taxes be taken off 
of them? 

Mr. Dies. They are not members of the National Institute of Oil- 
seed Products. They have another organization. I am in no position 
to recommend one way or another. I would assume they would be in 
the same boat we are, but I cannot speak for them. 

Mr. E. Martin. Your interest is solely in the coconut oil? 

Mr. Dres. Yes. 

Mr. E. Martin. Section 2470 also imposes a 2-cent per pound addi- 
tional processing tax on coconut oil; you referred to that? 

Mr. Dres. Yes. 

Mr. E. Martin. Are you recommending the elimination of that 
processing tax? 

Mr. Dies. That tax in no way affects us. We get all our supplies 
from the Philippines. We get sufficient supplies from the Philippines, 
and therefore we are not affected directly by it, but I suppose indi- 
rectly we are. 

To go one step further, you did not ask for this, but maybe it fits 
in with what you have in mind, if the 2-cent processing tax on 
non-Philippine copra were removed, it would open up to us a world 
supply instead of the Philippine supply, but so far we have found 
the Philippine supply more than valiant to meet our needs, so we 
never go into the higher tax area. 

Mr. E. Martin. If we were to remove the 3-cent tax and retain the 
2-cent tax, we would be taking off the tax that was imposed to pro- 
tect American industry ? 

Mr. Dres. Yes. 

Mr. E. Martin. And we would be keeping the tax to protect Phil- 
ippine industry ? 

Mr. Dies. That is what it would appear to be. 

Mr. E. Martin. I am not talking about how it is working; that 
was the purpose? 

Mr. Dies. Yes. As long as the 2-cent tax is there, we will never 
buy non-Philippine copra as long as there is Philippine copra. 

Mr. E. Martin. But getting back to my other question, palm oil 
and palm kernel oil are industrial oils in the United States now? 

Mr. Dies. Yes. 

Mr. E. Martin. Do you think that has in any way resulted from 
the tax itself? 
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Mr. Dries. Yes; it has, because it has limited uses. There is no 
question about it. If you have to pay a tax of 3 cents or 5 cents, you are 
not going to use the product if you can find any substitute that might 
not cs as good but is satisfying to the American public. 

Mr. E. Marrin. If you removed the 3-cent tax from coconut oil, 
would that probably restore it to its use as an edible oil? 

Mr. Dies. I doubt it. Your major vegetable oils go into margarine. 

Mr. E. Martin. We have gone over that. 

Mr. Dies. It would not go into margarine use. It might go into 
some salad oils, but very, very little. It would not go into shortening 
to any extent. It might go into some of the frozen desserts, but it 
would not go appreciabiy into edible uses. I believe it would go into 
more industrial uses. 

Mr. E. Martin. Thank you. 

Mr. Harrison. Mr. Morrison ? 

Mr. Morrison. Mr. Dies, I think there is a matter of not much im- 
portance, but I believe it has been contended that this ae tax 
is discriminatory against the Philippines on account of the fact that 
babassu oil and some even less important ones are perfect substitutes 
for coconut oil and are not subject to it. Have you considered that? 

Mr. Dres. I have not run across that, no sir. I do not think that 
the babassu is in quantity sufficient to displace the coconut oil. 

Mr. Morrison. I knew it was a matter of minor importance. 

Mr. Dries. Yes, sir. The people who use the high lauric acid oils 
are always searching for new sources of supply. 1 remember before, 
I think it was another committee of the House Ways and Means Com- 
mittee that one of the bakery company officials testified and there 
he was talking about the Ritz cracker. You may know it. It has 
a little different color than other crackers. That is brushed with coco- 
nut oil because it browns the way they like it to brown. He said the 
minute they found a substitute for that they would not be using coco- 
nut oil because it browns the way they like it to brown. He said the 
quite meet their requirements there and the palm did not. There isa 
narrow range of uses where the babassu could not substitute directly 
for the coconut oil. 

Mr. Morrison. Thank you. 

Mr. Harrison. We thank you very much for your appearance and 
the information you have given the committee. 

We will stand adjourned until 10 o’clock tomorrow morning. 

(Whereupon, at 5: 05 p. m. Tuesday, September 25, 1956, the hearing 
was pion ee to reconvene at 10 a. m. Wednesday, September 26, 
1956. 








ADMINISTRATION AND OPERATION OF CUSTOMS 
AND TARIFF LAWS AND THE TRADE AGREEMENTS 
PROGRAM 


WEDNESDAY, SEPTEMBER 26, 1956 


Hovuss oF REPRESENTATIVES, 
SUBCOMMITTEE ON Customs, TaRIFFs, AND RectprocaL TRADE 
AGREEMENTS OF THE COMMITTEE ON Ways AND MEans, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to recess, in the com- 
mittee room of the House Committee on Ways and Means, Hon. Burr 
Harrison (acting chairman) presiding. 

Mr. Harrison. The committee will please come to order. We have 
been operating in the past about 7 hours a day with about 8 or 9 
witnesses. I notice today that we have 12 witnesses, and we want 
to hear fully from everybody; nevertheless, I think the committee 
would be grateful for any assistance the witnesses can give us in help- 
ing us to expedite the proceedings so that those who are at the bottom 
of the list and who have come here from a distance may be heard 


today. 

We have as our first witness Mr. Eric Johnston, president of the 
Motion Picture Association of America. Will you come forward, Mr. 
Johnston, and be seated? The committee will be very happy to hear 
from you in any way you choose to present your statement. 


STATEMENT OF ERIC JOHNSTON, PRESIDENT, MOTION PICTURE 
ASSOCIATION OF AMERICA 


Mr. Jounnston. Thank you very much, sir. 

Mr. Chairman and members of the committee, my name is Eric 
Johnston. Iam president of the Motion Picture Export Association 
of America, at 1600 I Street NW., in Washington. This associa- 
tion consists of the leading United States producers and distributors 
of motion pictures. 

I have appeared before your committee several times in ~ years 
— deliberations on foreign-trade policy. On each of these occa- 
sions I have expressed my conviction that freer trade in the world 
markets is to our national advantage, that restrictions of trade gen- 
erally work to our detriment. 

It is natural that industrial spokesmen coming before you will speak 
from the self-interest of their own industry as well as from the broad 
interest of our Nation. Before going on to the national interest, I 
would like to identify clearly for you the position of our association. 

Our companies are highly dependent upon foreign markets. We 
must have foreign markets to survive. Approximately half of the 
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revenues of our film-producing and distributing companies comes from 
abroad. In relation to its size, our industry is perhaps this Nation’s 
largest private export business. 

We advocate competitive world trade—as free and as competitive 
as our United States economic system proclaims itself to be. In the 
motion-picture business, we want no special strings attached. For 
example, we have strongly urged—and I now again urge—that for- 
eign films shown in this country be exempted, in areas not covered 
by double taxation treaties, from the 30 percent withholding tax 
aggainst foreign corporations doing business here. This tax, a part 
of our internal revenue code, is to be reviewed shortly by your sub- 
committee headed by Representative Mills. As applied to motion 

ictures, this tax is a deterrent to foreign producers in the United 
tates market. Moreover, it invites and it has brought counter- 
restrictions against us abroad. 

Now, I won’t presume to say that whatever helps or harms the 
United States motion picture industry acts in — the same way 
on every other industry. Your task would be far simpler if this 
were so. On the contrary, you are faced by the difficult and often 
thankless job of detecting genuine and conflicting self-interests in 
many spheres and blending them into an effective national policy to 
promote the general welfare. 

From hearings such as this has emerged our present foreign-trade 
policy. It has evolved from many contending views in an era of 
economic change at home and abroad. Today we are facing eco- 
nomic change at a greatly accelerated rate and, judging by your 
invitation to testify, you are determined to review our trade policy 
accordingly and in full. There was never a better time for such a 
review. 

Therefore, I would like to address myself to your Topic A—the 
United States Trade Policy and the National Interest. Beyond all 
the self-interests you must consider this would seem a paramount task. 
As one businessman and citizen, I would like to propose three general 
criteria as possibly helpful in determining our national policy. 

First, will our trade policy encourage the growth of our demtitic 
economy? Will it use tariffs and other special protections to help 
young industries grow to independence? Or will it protect the senile 
and inefficient from competition and thereby discourage our own 
economic growth ? 

Second, will our trade policy support the necessities of our foreign 
policy? Will it be drafted with an awareness that the free world 
economy depends on our leadership, that, as one foreign observer put 
it: “When the United States smiles, we bask in the sun. When the 
United States sneezes, we all catch pneumonia”? Or will our trade 
policy undermine our foreign policy—to the dismay of free nations 
and the delight of the Soviet tradesmen ? 

Third, will our trade policy be truly modern, will it be geared for 
the realities of today and the prospects of tomorrow ? will it 
raise once more the cold hand of the past—of self-defeating protec- 
tionism, of special privilege and of fear? 

Now, criteria such as these won’t solve the awesome specific prob- 
lems of a modern trade policy Undoubtedly, it’s easier to talk here 
in broad generalizations than to draw the fine lines of a workable, 
practical doctrine. But I believe that these criteria would be endorsed 
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by all reasonable segments of our economy, that our people would 
sustain your efforts to apply them in keeping with our times. 

The reasons for a alien American trade policy are compelling 
today. Since World War II, we have seen enormous changes in the 
world’s economy. We are now entering the most productive period 
in our history with new sources of power, new manufacturing tools 
of all kinds and new appetites for goods and services across the globe. 
We are also entering a period of newly independent nations with 
emerging economies. The market places of Asia alone are now just 
opening up and their appetites seem almost boundless. 

Now, there is clearly a vast difference in the impact of foreign trade 
in our country and in other industrial countries of the world. In the 
United States, imports bulk less than 3 percent of our annual gross 
national product. In the United Kingdom, for example, imports 
amount to some 20 percent of its gross national product. Foreign 
trade may be a marginal phenomenon in our total economy. It isa 
major ingredient elsewhere. 

And it is also a major ingredient in the economically underdevel- 
oped nations of the world. Eager for development, they now face a 
critical decision on how they will use their resources—whether they 
will enter a world trade community, or buttress themselves with their 
own brand of protectionism, or seek the ready assistance of Soviet 
Russia. Without Western leadership, they will inevitably shut them- 
selves off from the West—both to their disadvantage and to ours. 

The burden of free-world leadership—in trade as in other affairs— 
is clearly on our shoulders. We’ve learned the hard way that any 
vacuum we leave is resourcefully and quickly filled by the Soviet 
Union, which regards foreign trade as merely an instrument of state 
power. We reject this philosophy but we can’t reject its challenge. 

Foreign trade has become an increasingly important arm of foreign 
policy, and, in freedom, we can bring them into harmony. 

I think we can achieve this harmony if we follow our conscience 
and the underlying principles of our society. Specifically, I think 
this means that our national policy should lead toward greater free- 
dom of trade and a general lowering of trade barriers. If we set the 
example, others will follow us. If we use restrictive techniques, others 
will be restrictive, too. Our objective should be toward lowering tar- 
iffs and expanding free enterprise, not raising tariff walls and soften- 
ing our economy from within. 

Finally, I feel that we should aim to achieve stability in our tariff 
structure and in our total trade policy. An unstable policy inevitably 
pulls out the rug from under our friends abroad and always invites 
reciprocal rug pulling. Whatever devices we use to avoid too rigid a 
policy—escape clauses, peril points, or whatever—we should apply 
only under the most stringent criteria. 

I feel certain your committee will accomplish this task of harmoniz- 
ing our policy. You have called these present hearings on a broad 
exploratory basis, without pending legislation looking over your 
shoulders. Furthermore, you have announced your committee’s plan 
to visit capitals of the world to examine United States trade policy 
and its effects abroad. This journey is most significant. Your own 
personal inspection will surely help in creating a modern and stable 
trade policy upon which we and the free world may build. 
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I thank you for the privilege of appearing before your committee. 
Mr. Harrison. Mr. Johnston, the committee is grateful to you for 
er appearance and the information you have given us. The mem- 
rs of the committee and of the staff of the committee would like to 
ask you a few questions. 
r. JounsTon. Thark you. 

Mr. Harrison. Mr. Martin. 

Mr. E. Martin. Mr. Johnston, regarding this observation that some 
foreigner made that “When the United States sneezes, we all catch 

neumonia,” I presume that observation was made some time ago. 

as not that idea been rather considerably deflated by the experience 
of 1953 and 1954? I think most people will observe that we had at 
least a good sneeze in our economic process at the end of 1953, and I 
do not think it affected the European development very much in any 
way. 

Mr. Jounston. I think our foreign trade either in imports or ex- 
ports was not materially lowered during this period. Although we 
had a slight dip in the United States domestic economy, it affected 
the world very little. 

This statement was made in a copy of the London Economist I think 
about 3 years ago, but I believe it is fairly applicable today, and I 
think you will find that although there was a slight recession in the 
domestic economy at that time, it did not affect either our imports or 
exports particularly. 

Mr. E. Martin. it was in the Economist 2 years ago that the reces- 
sion in the United States had not had any Saleenrintis effect on the 
United States development. 

Mr. Jounston. Yes; that is true, but our imports and our exports 
were very little changed during this period of recession. 

Mr. E. Martin. Regarding the criteria that should be invoked in 
applying the escape clause and peril points, do you feel that there is 
any need for legislation in the subject ? 

Mr. Jounston. I am not positive about that, Mr. Martin, therefore, 
I could not answer you intelligently; that is, if I understand your 
question correctly. 

Mr. E. Martin. I think you will have to admit, Mr. Johnston, that 
this determination of whether the leadership of an industry seeking 
protection is senile is a pretty difficult one; is it not? 

Mr. Jounston. Yes; I think it is, and I think it is difficult to single 
out those industries. I believe that there are certain industries which 
are essential to our national welfare, to our safety or defense which 
must be continued, even though they require protection. I think that 
there are certain other young or developing industries which require 
definitely great protection, but I think that there are other industries 
where protection is just something to keep them in business, although 
it is not essential to our economy that they be continued. 

Mr. E. Martin. Thank you. 

Mr. Harrison. Mr. Morrison. 

Mr. Morrison. Mr. Johnston, you have referred to to the desirability 
of having a stable tariff structure and a stable trade policy. Do you 
recognize any conflict between the two ideas? That is to say, for 
instance, stability in our agricultural programs might require variable 
import restrictions, and I think that there are those who feel that a 
stable policy would involve adjusting the tariff rates to whatever the 
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domestic industry required. I wonder if you could comment on that 
matter ¢ 

Mr. Jounston. Well, I have not had a great deal to do with that 
type of yews It has always seemed to me that there are other 
means 0 ing care of agricultural problems and the matter of their 
adjustment, rather than having the tariff take care of them. 

There are many instances of that where it could be handled in 
other ways than through a change of tariffs in these eee regards. 
I refer, for instance, to wool, which I think could be handled in a 
much more effective way to protect the American producer of wool 
than by changing the tariff. 

I also think that the same thing might be applied to cheese and many 
other items, where we enact restrictions which really are not too 
effective in the long run and which elicit for us abroad tremendous 
criticisms and ill will. 

Mr. Morrison. I take it, then, your emphasis would be on a stable 
tariff policy with the result that domestic industry would have to 
adjust itself to whatever developments occurred abroad ? 

Mr. Jounston. No, I do not think that domestic industry has to 
adjust itself to whatever happens abroad. I think that there are other 
methods of taking care of it in our domestic economy rather than by 
changes in the tariff which, as a rule, are not too effective. 

You are familiar, I am sure, with some proposals which have been 
made in the case of wool production to compensate the domestic wool 
grower by means and methods of payments which would enable him 
to have a fair price for his product at home and at the same time 
not disrupt the markets of the world. I think there is a gentleman 
who is going to testify here on wool who is certainly much more 
familiar with this subject than I am. 

Mr. Morrison. There has been some testimony about it before; 
yes, sir. 

Mr. Jounston. I do know this: As one who spends a great deal of 
time abroad, I know that when we change our tariffs we create a great 
deal of disruption abroad. We create a great deal of ill will and 
usually retaliatory measures which hurt some of the industries on 
which additional tariff is passed and helps others. I think that type 
of instability is not dedicated to stable world economy, nor is it 
conductive to the furtherance of the foregin policy of the United 
States. 

Mr. Morrison. One must admit that frequently there is a disruption 
of domestic industry by virtue of not doing it. 

Mr. Jounston. I did not say we should not do it but I say we should 
do it with great caution. The Tariff Commission has done it several 
times in the past few years and the President has approved of it, and 
once or twice he has caeenprered of it. I think that unquestionably 
there are occasions when this is essential. I just say that we should 
do it with caution. That is all I am trying to say. 

Mr. Morrison. Thank you, Mr. Johnston. 

Mr. Harrison. Mr. McCarthy. 

Mr. McCarruy. Mr. Johnston, there have been proposals made that 
where our trade policy adversely affects American industry that pos- 
sibly the Government should set up a subsidy or compensation program 
to relieve those industries and their employees which were adversely 
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affected, as a result of that national trade policy. Would you com- 
ment on that? 

Mr. Jounston. Do you want me to comment on that ? 

Mr. McCartuy. Yes, sir. 

Mr. Jounston. This is again a very complex subject, and requires 
a great deal of discussion, it seems to me. 

I think that there is some merit in some circumstances to such a 
policy, particularly in an industry where it is not to our national inter- 
est or to the interest of our national defense to maintain it, and where, 
for various reasons, production can be secured much more cheaply from 
abroad. resulting in the lowered cost of living of the American people. 
In those instances, it would appear to me it would be preferable to 
adjust our economy by means of assisting that industry to change its 
industrial basis and enable its employees to seek employment else- 
where than it would be by simply a continuation of protection to pre- 
serve that industry at costs which are economically high, when the 
industry is of no particular value in either the national defense, or 
in the growth of our economy. 

Mr. McCarruy. Mr. Johnston, would you care to comment on re- 
strictive tariff policies which interfere with the exchange of ideas, cul- 
tural objects, books, or motion pictures ? 

Mr. Jounstron. Yes. Let me say to you, in the beginning, that we 
are the only film industry in the world which is not subsidized or pro- 
tected by its Government. We are the only one in the world of any 
importance in that category. All others in all the countries of the 
world are either subsidized or highly protected by their Governments 
for the purpose of use in the national culture or national effort. 

We find that other countries use the excuse of our 30 percent with- 
holding tax when we have no reciprocal agreement regarding double 
taxation, to impose upon the American industry certainly highly re- 
strictive pieces of legislation as to taxes and restrictions on imports. 
We find also that when one country imposes some restrictions that those 
usually are followed in other countries by similar restrictions against 
that country. So, in the motion-picture industry, there is a great deal 
of deterrent toward the free flow of motion pictures, whether they be 
for the purpose of entertainment, education, or information in many 
markets of the world. 

We feel it would be preferable if they could be removed in all areas 
of the world and we are constantly striving to have them removed, 
but they do exist, although in some instances we have been able to have 
a portion of the restrictions removed. 

Mr. McCarrny. Thank you, Mr. Johnston. 

Mr. Harrison. Mr. Machrowicz. 

Mr. Macnrowrrz. I have no questions, Mr. Chairman. 

Mr. Harrison. Mr. Johnston, I would like to make an observation 
and see if you would care to comment on it. 

Other things being equal, it is generally an undesirable situation 
when a businessman cannot go to his lawyer and find out with reason 
able certainty what the law is that governs him in his business. 

The thing that has impressed me more than anything else about 
these hearings is the difficulty of businessmen affected by imports to 
find out just where they stand under the law with reference to the 
escape clause. Also the yardstick by which serious injury is measured 
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is indefinite and apparently the application of the yardstick has no 
attern. 
. Do you think it would improve the situation, whatever the standards 
are, whether as recommended in your statement by avoiding a rigid 
policy, or whatever they are, if standards were stated in the law with 
some certainty so that the Tariff Commission would have a yardstick 
to go by and the prolonged delay in making these decisions could be 
cut down and the uncertainty amongst businessmen could be reduced ? 

Mr. Jounston. Mr. Chairman, I have requently heard criticism of 
the ambiguity of the law by businessmen as to what their status was 
under it, and certainly that is an undesirable feature. If we, as busi- 
nessmen, can understand what we are doing and what the laws are, 
we can operate much more successfully and therefore in those instances, 
where criteria can be set down for the Tariff Commission to operate 
under, it seems to me they should be spelled out. 

I think you would agree, however, that there are certain things 
perhaps, that it would Se tin ossible to write legislation concerning 
where there should be a flexibility of decision of a group of men on 
the subject. Although I am not an expert on tariff legislation and 
on the provisions by which the Tariff Commission operates, I do feel 
that there are certain criteria that could be laid down by your com- 
mittee which would be very helpful in removing ambiguities and make 
it much more understandable. 

Mr. Harrison. Could you suggest such criteria ? 

Mr. Jounston. I am afraid I could not. I am not an expert on 
the subject. I assume your committee in studying it will be much 
more able to do that than I could. 

Mr. Harrison. Thank you very much. 

Mr. Jounston. I believe that there are things that you can do but 
Iam not in a position to tell you what you should do. 

Mr. Harrison. After the hearings, should your industry have any 
recommendations to make along that line, the committee would be 
very grateful to you for presenting them. 

hank you very much for your appearance before the committee. 

Mr. Jounston. Thank you very much for allowing me to appear 

before the committee. 


STATEMENT OF KARL H. HELFRICH, PRESIDENT, AMERICAN 
TARIFF LEAGUE, INC., NEW YORK, N. Y. 


Mr. Harrison. Our next witness is Mr. Karl H. Helfrich. Mr. 
Helfrich appears as president of the American Tariff League. We 


are very happy to have you here Mr. Helfrich. You may proceed in 
your own way, sir. 


Mr. Hetrricnw. Thank you. 

Mr. Chairman and gentlemen, my name is Karl H. Helfrich and 
[ appear here as president of the American Tariff League, 19 West 
44th Street, New York City. At the outset, may I express our appre- 
ciation in being invited to appear before this committee and to express 
our views on those points which you have outlined for us. We sin- 
cerely desire to be of help in the extensive and timely study which 
you are undertaking. 
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To avoid any possible confusion, I should emphasize that the Amer- 
ican Tariff League has consistently opposed, and continues to oppose, 
the whole concept of the trade-agreements program which was first 
instigated as a temporary, emergency measure over 20 years ago. 
Therefore, our subsequent comments on various phases of the current 
provisions of the trade agreements program should be viewed in the 
light of our overall position. 

Insofar as we can, we will confine our testimony to facts and demon- 
strable conclusions, resisting the temptation to speculate on what goes 
on behind Government doors that are officially closed, except in those 
instances where the factual results make the speculations a virtual 
warranty. 

In the letter which we received from Mr. Leo H. Irwin, under date 
of August 29, we were asked to comment, where we felt qualified, on 
a list of seven topics. I shall take up those seven points in the order 
given, first quoting the exact phraseology furnished by your 
committee. 

(a) The procedure relative to preparation of the list of those items 
subject to trade agreement negotiations and relative to peril-point 
investigations. 

We feel that the next two topics on your list, (0) and (c) should be 
covered in conjunction with (a), and they are quoted below: 

(6) The extent to which views of all interested parties, both for 
and against proposed action, are received and given consideration. 

(c) The extent of the use of public hearings, ex parte information, 
and the evaluation thereof. 

Within the framework of our basic objection to the trade-agree- 
ments method of setting tariff rates and import controls, we believe 
that in answering points (a), (6), and (c) the difficulties lie, not in 
the procedural methods set up by the current law, but in the manner 
in which such procedural methods are carried out. Obviously, we 
cannot precisely measure, from first-hand knowledge, the exact amount 
of time, attention, and study accorded the initial preparation of these 
lists and to the proper evaluation of industry testimony, on the part 
of Government committee members, staff members, and special Gov- 
ernment bureaus and service departments. However, this much we 
do know: 

A most impressive and ever-growing list of industrial executives— 
men who have devoted a lifetime to analyzing and attempting to 
solve the problems which confront their respective business—have 
taken the trouble, not once but repeatedly, to prepare and submit 
carefully documented and detailed statements regarding the effects 
of the competition of cheap foreign labor on their operations. Their 
statements, both oral and written, have been supported and augmented 
in many instances by the testimony of labor leaders who see the 
jobs of their union members being dissolved. These men have not 
argued solely from the standpoint of their own selfish interests, 
although naturally they have a personal stake in the issues involved; 
they have argued also and with deep sincerity from the more important 
viewpoint of the economic oe and well-being of America, on 
which the safety of the free world is predicated. To be sure, every 
interested person has had a reasonable opportunity to be heard. The 
rundamental question is: What weight was accorded their testimony ? 
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On the basis of the results which eventually become matters of 
public information—the items ultimately included on the bargainin 
lists, the concessions eventually granted to other nations, the Unite 
States tariff rates that are reduced, we believe that too little weight is 
accorded the testimony of those businessmen who are struggling to 
keep up American production and jobs; and that, conversely, a dis- 
proportionate amount of attention 1s paid to those who espouse the 
free-trade theory, and who think that by giving up larger and larger 
segments of our domestic market, we can buy the friendship of foreign 
nations, prevent the exploitation of cheap foreign labor and strengthen 
the free world against communnism. To sum it up quite frankly , we 
believe that the trade doctrines of our State Department, which have 
been fairly consistent through three different administrations, tend 
to overpower other branches and departments of our Government, 
and to slight the vital importance of our internal economic strength. 

In taking such a stand, we are not opposed to international trade 
us such. We are for the kind of trade that arises naturally between 
a willing buyer and a willing seller; that benefits both and injures 
none. Raw matrials and products which we do not raise or mine or 
make are welcome here and such items generally come in duty free. 
Over half our imports are in this category. In manufactured articles 
having a relatively low labor content, the efficiency of American fac- 
tories and American workmen can compete directly with low-paid 
foreign help. It is in the production of articles which by their in- 
herent nature have a relatively high labor content that adequate 
means must be taken, through tariffs or otherwise, to close the wage 
gah Desweent here and abroad if the American standard of living is 
to be maintained. It is in this area that the conflict exists between 
the philosophy of freer trade versus reasonable protection. 

Let us consider the next point on the list submitted to us. 

(d) Procedures followed by members of the United States tariff 
delegations who conduct the actual negotiations. 

The actual tariff-cutting negotiations, whether they be held at 
Geneva, or Torquay, or at any other selected spot, are strictly private 
affairs. The average citizen not only is not invited, he could not 
attend if he wanted to. The game is played behind closed doors; 
we don’t know precisely how our players play; we only know the 
final results after the game is over, and we learn only by experience 
the true value of the concessions exchanged. 

Those whom I represent don’t like this star-chamber method of mak- 
ing decisions which vitally affect their business and their jobs. More- 
over, the eventual results force us to believe that our negotiators 
display far greater adroitness in giving concessions away than in gain- 
ing concessions for the United States. 

It is a fact that under the trade agreements program, we have cut 
our tariff rates to a greater degree than any other major nation. We 
have fewer quotas. We don’t go in for embargoes, currency blocks, 
and other prohibitive measures. Frequently we have cut a triff rate in 
exchange for a mere promise that somebody would not raise theirs. 
Any concession that we may swap off with one country is automatically 
extended to all the other free nations, even though they may offer us 
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nothing in return. Our tariff structure is already the lowest of any 
major country, it is the seventh from the lowest of all. 

( e) The criteria actually utilized in the various stages of procedure 
under the escape clause, and the effects of present escape-clause 
definitions. 

We believe that the United States Tariff Commission, hampered as 
it may be with insufficient funds and too small a trained staff, has 
nevertheless done a careful, conscientious job in carrying out the intent 
of Congress, through the procedure of the escape clause, including the 
changes in terms and definitions which were legislated in 1955. We 
feel that the Commission, with full realization that the purpose of 
Congress is to prevent any American industry from suffering serious 
injury at the hands of cheap foreign labor, has approached the vari- 
ous escape-clause appeals in a factual and reasonably sympathetic 
manner. But what happens to the recommendations of the Tariff 
Commission is a different story. 

Below is a table showing the disposition of escape-clause applica- 
tions for the years 1951 through 1956 to date. 

Mr. Chairman, with your permission I will not read that table, but 
ask to have it included in the record. 

Mr. Harrison. The table will be included in the record. 

(The table referred to follows :) 


Tariff Commission decision 


Year of Commission decision Favorable Evenly split | Unfavorable 
to applicant decisions | to applicant 
| 
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Commission Commission 

Year of Commission decision | recommen- recommen- 

dation for dation for 
relief adopted | relief rejected 
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1 In the escape case on bicycles, the President proclaimed a modified version of the Commission recom- 
mendations, Aug. 18, 1955. 


2 In the escape case on Ferrocerium (lighter flints), Dee. 21, 1955, the President announced he was deferring 
action, Feb. 14, 1976. 


3 Includes all eseape cases involving evently split decision. 


You will note that in these 534 years, the Tariff Commission has 
rendered decisions in 43 escape-clause applications. Of this total, 
24 were unfavorable to the applicant, 5 were evenly split decisions 
and 14 were favorable to the applicant. 
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Here is the record of what the executive branch did with these 
Commission recommendations. In all the five cases where the Com- 
mission presented an evenly split vote, the executive branch denied 
the applicants’ petitions for relief. But what is more important, 
the executive branch overruled the Commission’s majority vote recom- 
mendations for relief in eight cases. Out of a total of 14 majority 
vote recommendations for relief, the executive branch favored the 
domestic applicant in only 6 cases, less than 50 percent. And in 1 of 
these 6 cases, the relief granted was less than that recommended by 
the Commission after months of study, hearings, and investigation. 
These results can hardly engender much enthusiasm for the atten- 
tion accorded protection of vital elements of our domestic economy. 

At this point, to provide a basis for comparison over the same period 
of time, including 1951 and 1956 to date, let us examine actions taken 
under section 22 of the Agricultural Administration Act. Section 22 
provides that when the Secretary of Agriculture finds that the im- 
portation of any agricultural commodity—or product made there- 
from—threatens to interfere with an agricultural support program, 
the Secretary shall so notify the President. The case is then referred 
to the Tariff Commission for study and recommendation, after which 
the executive branch takes whatever final action it deems advisable. 
The following table shows the disposition of these section 22 cases: 

Again, Mr. Chairman, I ask that this table be included in the rec- 
ord. I will merely summarize it. 

Mr. Harrison. It is so directed. 

(The table referred to follows :) 


Tariff Commission decisions 





Commission 
recommen- 


Commission 


Favorable to | Evenly split | Unfavorable recommen- 














Year of Commission decision applicant decisions to applicant dation for dation for 
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1 Excludes 1 investigation in which the majority and minority of the Commission divided on a legal issue. 
? Includes 8 supplemental investigations. 
3 Includes 7 Presidential proclamations representing modifications of the Commission recommendations. 


Here the Tariff Commission did not produce any evenly split de- 
cisions, nor any unfavorable to the applicant. The Commission 
rendered 17 recommendations in favor of increased protection; of 
these, the executive branch granted relief in 14 cases, and rejected 3. 
We certainly do not begrudge this favorable record on behalf of our 
agricultural friends, some of whom are in fact members of the Ameri- 
can Tariff League. It would appear from the data, however, that 
those who administer the laws are perhaps more concerned about the 
problems of agriculture than they are about the problems of industry, 
which is a large user of agricultural products. 

Those branches of industry, wherein relatively the greatest amount 
of labor goes into the product, and which therefore are relatively the 
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best providers of jobs, feel most seriously the impact of the wage gap 
existing between here and abroad. It is our contention that the latter’s 
problems should be treated with — weight and consideration. _ 

(f) The administration of the flexible tariff provision by the Tariff 
Commission. 

This is a rather detailed subject that requires careful analysis. The 
flexible provis‘on of the Tariff Act of 1930 is contained in section 336. 
Under this section 336, the Tariff Commission is required to investi- 
gate— 
the differences in the costs of production of any domestic article and of any like 
or similar foreign article. 

Hearings are to be held. The Commission reports its findings to the 
President. If— 


duties expressly fixed by statute do not equalize the differences in the costs of 
production of the domestic article and the like or similar foreign article when 
produced in the principal competing country— 

the Commission shall recommend the duty increases or decreases nec- 
essary “to equalize such differences,” to a maximum 50-percent in- 
crease or decrease of the statutory rate. 

If such a procedure. will not equalize the differences, the Com- 
mission can recommend ad valorem duties based on American selling 
price. 

The President shall proclaim the recommended rates if in his judg- 
ment they are necessary to equalize the cost of production differences. 

“Cost of production” is defined to include cost of materials, labor 
and direct charges, overhead, and packing for shipment. <A provision 
states that in the case of a foreign article if— 
such cost is not readily ascertainable, the Commission may accept as evi- 
dence * * * the weighted average of the invoice prices or values for a repre- 
sentative period and/or the average wholesale selling price * * *. 

Section 336 was chiefly implemented during the years 1930 through 
1934. Some rates were raised, others lowered, others left alone. The 
precise record is shown below: 


Period ending Dec. 1, 19347 
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TREC CEUTA ii iii ie icra ER cccaee ics os eee a Lee 32 
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Total investigations completed... 0.22. ences celal 69 


1 During this period 68 applications were denied or dismissed without prejudice ; 12 were 
withdrawn ; 13 investigations were discontinued. 


2 Includes 2 cases in which the rates were unchanged but the valuation basis was changed 
to American selling price. 


* Excludes 4 cases in which the Commission recommended both increased and reduced 
rates, and/or no changes. 


The Trade fe one Act of 1934 was the death knell of section 
336. The act of 1934 specifically stated that section 336— 
shall not apply to any article with respect to the importation of which into the 
United States a foreign trade agreement has been concluded * * *. 
Since about 95 percent of our imports are covered under trade agree- 


ments, it is obvious that few items remain potentially subject to sec- 
tion 336 action. 
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The American Tariff League has consistently urged over the years 
since 1934, the removal of this almost absolute block to any recourse to 
the flexible tariff provisions of section 336 of the Tariff Act of 1930. 
We urge so now. We believe that flexible tariff rates which properly 
reflect the difference in production costs between here and abroad— 
and such cost differences are chiefly the differences in wage rates— 
are om fundamental basis for any sound approach to this whole 

roblem. 
. We concede that it is a difficult and continuing task to study all the 
elements of foreign costs, but not beyond the proven powers of the 
Tariff Commission, equipped with adequate manpower and aided, 
perhaps, by our commercial attachés abroad. Also please bear in 
mind that the field of study is narrowed by the fact that the primary 
problem is to counterbalance the wage gap. That is all we ask. 

The question may be asked as to whether the President does not 
currently have the authority to proclaim such tariff rate increases or 
decreases under the Trade aseinaite Act itself, without recourse to 
the all but banned section 336. The following facts will make it 
clear that this is not entirely so. 

The Trade Agreements Act of 1934 permitted the President to pro- 
claim negotiated inevenssi or decreases of rates then in existence with- 
in a maximum range of 50 percent. The extension acts of 1937, 1940, 
and 1943 continued this authority. 

The Extension Act of 1945 permitted proclamations of such in- 
creases or decreases, but by not more than 50 percent of any rate exist- 
ing on January 1, 1945. This seems to have the effect of preventing 
the restoration of any 1934 rates which would involve an increase, or 
decrease, of more than 50 percent of the corresponding 1945 rate. 

The Court of Customs and Patent Appeals in 1954 ruled that this 
50-percent ceiling was not a limitation where an entire agreement was 
terminated, a circumstance which infrequently occurs. In short, the 
whole situation is sufficiently confused to warrant a move on the part 
of Congress to clarify it. 

The American Tariff League contends that there should be no ceil- 
ing on the Government’s ability to restore a rate to its 1934 status. 

ince the passage of the Tariff Act of 1930, and more especially 
since the postwar era hit its full pace in 1947, many of our current 
tariff rates have become outmoded and are no longer either reasonable 
or effective. We believe that many of these rates are now too low; 
we are also prepared to admit that in some cases the rates may be too 
high. New countries, gaining their independence, have come into 
separate existence. In many parts of the world, national economies 
have been encouraged to shift from a predominantly agricultural 
activity to an industrial program pouring upon the older nations the 
competition of the cheapest labor and the lowest standards of living 
to be found. New products and, indeed, whole new industries have 
come into being, which were never known before. Many such new 
products are improperly and illogically squeezed into existing tariff 
definitions and rate schedules. It is obvious that the whole scope of 
these schedules and rates needs to be reviewed by the proper consti- 
tutional authority. Our contention here is that nothing, including 
the Trade Agreements Act itself, should prevent the revising of these 
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— either upward or downward, to the point where they properly 
ong. 

(g) Various matters relating to dumping, subsidies, and unfair com- 

tition. 

P We believe, and have so testified before the Senate Finance Com- 
mittee, that the passage of the recent, so-called Customs Simplification 
Act, even with its compromised wording, is a hindrance rather than 
a help in meeting the problems of dumping, subsidies, and unfair com- 
petition. With this exception, we believe that the pertinent laws in 
general are satisfactory; again the question arises as to what basic 
philosophy, what motives, what objectives will be pursued in their 
administration and enforcement. This may become even more im- 
portant in the future than it has been in the past, as some of the 
countries with the lowest wage rates and lowest standards of living 
elect to step up still further their exploitation of our domestic 
markets. 

Having commented, at least to some extent, on the seven points 
which were submitted to us by your committee, we would like to close 
this statement with a few general observations: 

At several points in this statement we have expressed our confidence 
in the intent of Congress as embodied in the wording of the Trade 
Agreements Act, including its more recent amendments; our criti- 
cism has been largely directed at the manner in which, through the 
years, the law has been interpreted and administered. In saying this, 
we do not wish to impugn the integrity of those administrators, ad- 
visers, and staff eenihone of the various executive departments who 


have the day-to-day task of conducting these affairs. Why, then, has 


the application of the law, in our opinion, been unsatisfactory ? 

We believe that the State Department, which is the focal point in 
these matters, is torn between its own entangling economic commit- 
ments overseas and the mounting evidence of domestic injury here. 
And this in turn is induced by the General Agreement on Tariffs and 
Trade—known as GATT—whereby a group of 35 nations, in which 
our country has but 1 vote, get Sepiiee at periodic intervals and 
indulge in a wholesale tariff-cutting spree, most of the cutting to date 
being done by us. 

Such an arrangement the State Department has not as yet seen 
fit to submit to Congress for either review or approval. The Inter- 
national Trade Organization (ITO) had as its purpose the setting up 
of a permanent organization to absorb GATT and indulge in even 
more widespread international, socialistic planning. The ITO, al- 
though submitted to Congress, never came out of the House Foreign 
Affairs Committee, and was thankfully allowed to die. 

In 1955 the Organization for Trade Cooperation (OTC), a revised 
form of a permanent setup to administer GATT and other phases of 
international economic planning, was likewise submitted to Congress. 
At the hearings held last winter on this subject by the House Ways 
and Means Committee, the American Tariff League, together with 
many other witnesses, testified in detail. The bill never came up 
before the House for a vote, and died with the past congressional ses- 
sion. It would be no surprise if it were introduced again next year. 
This, then, is the climate in which our negotiators one. This is the 
background for our belief that the safeguarding of our internal econ- 
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omy, so vital both to America and the whole free world, too often 
comes off second best. 

The Tariff League still continues to believe that tariffs are the fair- 
est, mildest, and least discriminatory form of import regulation. But 
where tariff rates are in effect nullified by such devices of managed 
economies as subsidies, tax rebates, supply priorities, currency manip- 
ulation and devaluation, and artificial export valuations, then we 
submit that flexible quotas, fairly set and fairly administered, are the 
most logical solution. 

We commenced this report by stating our continuing opposition 
to the whole concept of the trade agreements program. We end it 
by offering our positive thought. 

We believe that the United States Tariff Commission, acting as an 
agent of Congress and adequately supplied with both funds and man- 
power, should review our entire tariff rate structure, including defini- 
tions and classifications, to determine scientifically at what levels these 
rates should be set to fairly compensate for the wage gaps existing 
between the United States and foreign nations; that this review should 
be a continuing one to keep abreast of changing factors and conditions, 
such as the raising of wage rates and standards of living abroad; and 
that Congress should take back unto itself the authority given it by 
the Constitution and promulgate those tariff rates which in its judg- 
ment seem proper, in the light of the recommendations of the Tariff 
Commission. 

In short, a flexible tariff structure that will be truly cognizant of 
the needs of all phases of our interlocking economic system and, at 
the same time, encourage friendly nations to strengthen their own 
a markets by raising their own standards of living as we have 

one. 

Thank you, gentlemen. 

Mr. Harrison. Thank you very much, sir. 

Mr. Martin, do you have any questions ? 

Mr. E. Martin. Mr. Helfrich, in reviewing the tariff to see that 
the rates compensate only for the wage gaps existing, would you not 
leave some rather important subjects untouched ¢ 

For example, suppose we take the case of wool textiles, with which 
I assume you are considerably familiar. 

Mr. Hevrricu. That is right. 

Mr. E. Martin. Suppose we have a fairly high tariff on raw wool 
which results in the American manufacturer paying a good deal more 
for his raw material than the foreign manufacturer. Should not that 
be taken into consideration in fixing the tariff rates? That is, is the 
wage differential an adequate basis? 

Mr. Hetrricu. To answer your specific question, at the present time, 
as I am sure you know, the tariff rate on the importation of raw wool 
is compensated for by specific per pound duty on the importation of 
manufactured wool fabrics. One counterbalances the other, which 
we believe is fair. Our interests would be primarily in the specific 
case that you have brought up in the ad valorem tariff rate on the 
manufacture of such wool fabrics where the big and fundamental 
bos ” the differences in the wages paid between this country and 
abroad. 

Mr. E. Martin. You are assuming, though, that the raw material 
difference has been taken care of before you start your procedure, and 
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that in your process we continue to take care of it. There are a good 
many materials which our tariff policies cause the price to be higher 
here than abroad, for which there is not any eet duty. 

Mr. Hetrricn. I am perfectly prepared to admit (1) this is a very 
complicated subject, and the specific detailed problems differ from 
one industry to another, and from product to product. Certainly if 
there were any factors in addition to the wage gap which was so 

rominent in my particular case some attention must be paid or should 

— to the case. 

f course, we are in favor of that. But we come back to the 
statement that across the board the primary importance is the differ- 
ence in the wages paid between here and abroad. If they have any 
other efficiencies or advantages, I feel that industry in this country 
is prepared to meet that competition. 

Mr. E. Martin. My questions, Mr. Helfrich, are not intended to ask 
you to approve the trade-agreements program, but if you would answer 
them in the light that I ask the questions, whether you like it or not, 
that is what I am after. 

Mr. Hetrricn. Yes. 

Mr. E. Martin. Are you satisfied with the general standard of 
avoidance of serious injury to American industry as a reasonable 
basis for determining tariff rates? 

Mr. Hetrricu. I think that the present wording of the law very 
fairly represents the intent of Congress, and I think the intent of 
Congress is something that we are fully appreciative of, but the diffi- 
culty comes rather in how that intent of Congress is interpreted in 
the actual working out of the whole. 

Mr. E. Martin. Then the general concept is acceptable, you think? 

Mr. Hetrricu. I feel so, sir, within that overall framework. I 
think the intent of Congress is that no American industry should be 
seriously injured by competition which no amount of efficiency or 
ingenuity can overcome, and again I am referring to the wage gap. 
I think the intent is that there should be some compensation for 
that—a reasonable compensation—but not prohibitive. I think it 
should be reasonable. 

I think that is the intent of Congress, and that I certainly would 
go along with. 

Mr. E. Martin. That principle, though, does not apply to articles 
which are exempt from the trade agreements. True, there is only a 
relatively small number of such articles at the present time. 

Mr. Hetrricn. That is right. 

Mr. E. Martin. I would like to know whether you think there is 
any reason why we should have a different standard for articles out- 
side the trade agreements than we have for articles covered by the 
trade agreements, or, putting it differently, do you think it would be 

reasonable for Congress, in lieu of the section 336 approach which so 
far, at least, has involved pretty complicated cost-of-production com- 
putations, to apply t the non-trade-agreements items the standard 
of fixing the tariff so as to avoid serious injury to American in- 
dustry whether the article is covered by a trade agreement or not?! 

Mr. Hetrricu. Believing as we do in the flexible-tariff approach, I 
think it should fairly apply to such articles. Now, those articles 
which are today not under a trade-agreement action may come under 
the act, and that is a flexible situation. 
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Mr. E. Martin. That is it; they may be under it this year, and not 
under it next year. 

Mr. Hetrricu. That is right, sir. 

Mr. E. Martin. What I am getting at is this: Do you think it is rea- 
sonable for us to have a quite different standard to determine the tariff 
on the products whether they are under the trade agreements or not 
under the trade agreements? 

Mr. Hexrricu. I think it is fair that the problem should be ap- 
proached from a common philosophy, if I may use that word, whether 
or not they are subject to a trade agreement. 

Mr. E. . I take it that your criticism of the 1945 amendment 
which restricted the President’s power to increase tariff rates—you 
believe, I take it, that the authority to increase rates should rather be 
based on the 1934 rates than the 1945 rates? 

Mr. Hetrricn. I think that the limitations imposed by the 1945 ex- 
tension which limits the cutting to 50 percent either way of the rates 
in existence on January 1, 1945, to be sure, it is a limitation in some 
cases on the cutting. 

It is also a limitation on the rates. I feel that there should be, as I 
believe I expressed in my statement, no limitation on setting the rates 
where they logically belong either up or down. 

Mr. E. Martin. Assuming that the Con would delegate the 
tariff adjusting power to either the Tariff Commission or the Presi- 
dent, or a combination, who should have the final word as to whether 
the tariffs should be adjusted? Should it be the Tariff Commission or 
the President? 

Mr. Heurricu. Well, sir, I will endeavor to answer your question : 
Fundamentally, I believe that Congress should have that final au- 
thority. I believe that the Tariff Commission should be an agent of 
Congress to conduct the studies and to make the investigations and 
adduce the facts and that Con , acting on the advice of its own 
agent, the Tariff Commission, have the ultimate authority. That is 
the fundamental belief of those whom I represent. 

Now, did I answer your questions, sir, or did you want me to pur- 
sue that point further ? 

Mr. E. Martin. I am not sure whether you answered it or not. My 
question was: Assuming that the Congress was going to delegate the 
power either to the Tariff Commission or to the President, or a combi- 
nation, and if your answer was complete, you say that Congress should 
not delegate it to the President. 


Mr. cu. If I may, I would like to answer it more directly, 
perhaps. ; ; 
Mr. E. Martin. Why, sure; I am just trying to get it clear. 


Mr. Hetrricu. I should like to answer your precise question, sir: I 
believe in the case that you have set bs that Tariff Commission 
should not only make the investigations but that its findings as to fact 
and as to any economic considerations should certainly be binding and 
final and that only in demonstrable cases where questions of absolute 
national safety, let us say, would require some alteration of their de- 
cision, should there be an alteration. 

Mr. E. Mart1n. Who should determine whether these demonstrable 
cases exist or not? 

Mr. Heurricu. Again, within the framework of my basic philos- 
ophy I would have to say that the one person in the whole country 
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who is probably in the best position to determine that would be the 
President of the United States. But, I would hasten to add that I 
think there has been too much liberty taken with the recommenda- 
tions of the Tariff Commission on the basis of economic facts, busi- 
ness analyses, prognostications of what might happen economically 
and what industry should do, and what they should not do, and things 
of that sort, which are not the kind of reasons that I envision for 
failing to follow the recommendations of the Tariff Commission. 

Mr. E. Martin. What I am getting at, Mr. Helfrich, is your idea 
as to how the law should be designed, and I take it from your last 
statement that you agree that as a matter of law in each case the 
President would have to be given the final word if only to see 
whether any of these questions of national security are involved, and 
then as a matter of law and certainly as a matter of practice if it 
were not feasible to write them into the law, you think the President 
should not review the economics of the Tariff Commission’s decision ? 
Is that correct? 

Mr. Hetrricn. I certainly feel that the economic consideration 
should be lodged with the Tariff Commission. I do not want to be 
put in the position of saying that I think the law should be written 
in just the way that you are suggesting, because I still feel the law 
should be that the decisions be made by Congress, sir. 

Mr. E. Marttn. Well, it was all in the framework, sir, of an as- 
sumption that Congress would delegate the power. 

Mr. Hetrricu. That is right, sir. 

Mr. Harrison. Mr. Morrison, do you have any questions? 

Mr. Morrison. Mr. Helfrich, a number of witnesses that have ap- 
peared here have argued that there is a great deal of advantage for 
our economy in preserving flexibility. Now, do you think the policy 
you would advocate would involve a freezing of domestic industry in 
the lines that they are currently occupying? 

Mr. Hetrricn. No, sir; I feel that the theory and the position 
which I have advocated here this morning is essentially a flexible one 
and a fluid one, and that will take into account changing conditions 
not only in this country but changing conditions abroad. 

Mr. Morrison. Well, I recognize that you would like to have a 
flexible tariff policy, but one which would protect domestic industries 
in their current operations from foreign competition. So, it would 
be a flexible policy designed to establish inflexibility in the distribu- 
tion of American industry; would it not? 

Mr. Hetrricn. I do not think so, sir, for this reason: The factors 
which I am here advocating only come really down to one thing, 
namely, a counterbalancing for or a compensation for the wage gap 
between here and abroad. Now, there are many other factors of 
competition including the ingenuity of management, creativeness, ori- 
ginality, the perfection of new production, better merchandising and 
promotional methods, and all of those things which are a form of com- 
petition for which no right-thinkin Pees that. I ever heard of 
would ask any protection against, and that is the kind of competition 
that any businessman, it seems to me, who is worth his salt, is willing 
to face, and let the best man win. 

But that is fair competition, and that kind of competition which 
we are for, and which we face every day, is not what we are pene 
about. We welcome that type of competition, and we think it is good, 
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healthy, good for the public and good for everybody, and that of 
itself would maintain fluidity and provide for a condition of change. 

I might phrase it this way: Just as there are instances of fair com- 
petition within the United States and among the 48 States of the 
Union, so we feel there should be some compensation to insure fair 
competition from without, and by that, again, I refer to the difference 
in the standard of living and the wages paid here, as compared to 
those in other parts of the world. 

Mr. Morrison. There has been testimony presented here indicating 
that some of the highest wage industries in this country are those who 
participate heavily in export trade. In the light of this, you would 
recognize, would you not, that high wages here are not necessarily 
indicative of the inability of domestic industry to compete? 

Mr. Hetrricu. I am very glad you asked me that question because 
it brings up a point that I think is most important. 

The factor which in my humble opinion covers the ability to meet 
foreign competition either against imports coming in here or in ex- 
porting over there is not the rate you pay per hour to the worker. 
Tt is the amount of labor which goes into the product. In other words, 
it is manpower versus machine power. 

I believe that those products which we can most readily export 
abroad are those products which are made by the efficiencies of real 
mass production where to the largest extent the machine has replaced 
the man. Now, the men who are left may be getting high wages, and 
are, in many of those industries, but the fact is the labor content of 
the product is lower. 

Those industries which cannot export abroad, and which face injury 
from imports coming in, are those where they may or may not pay 
the highest wages per hour, but the labor content of the product is 
relatively high, because by the nature of the product, by the process of 
its production, and so forth, it cannot be subjected to mass production 
in the accepted sense of the words “mass production,” where the 
machine displaces the man. 

Therefore, it is the labor content which is the ruling factor rather 
than the amount paid per hour as to whether you can meet the impact 
of Jow wages abroad or not, and that apples both to exports and 
imports, I believe. 

Mr. Morrison. Would another way of putting that be that it is not 
the wage rates, but the unit labor costs? 

Mr. Hetrricu. That is another way of putting it. 

Mr. Morrison. You have indicated, I think, that you regard the 
difference in foreign and domestic costs as an appropriate way of fix- 
ing tariff rates. Am I right in that? 

Mr. Hetrricu. I said that, but I believe, sir, I qualified it by saying 
that the most important difference is the element of labor. There are 
other differences. There are questions of overhead, taxation, and 
other matters of that sort which frankly I think are in the heart of 
the problem. I think the heart of the problem is the difference in 
labor costs. 

Mr. Morrison. Well, at any rate you do regret the curtailment of 
the flexibility tariff provision under the trade-agreements legislation ? 

Mr. Hetrricu. Yes, sir. 

Mr. Morrison. And the flexibility tariff provision was based upon 
this conception ? 
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Mr. Hetrricn. Yes, sir. 

Mr. Morrison. What I would like to ask is this: You find in the 
processing of many goods here a labor cost that may not be in accord 
with the techniques that are applicable in the same type of industry 
in other lines. at I am getting at is how satisfactory would this 
cost of production—difference in cost production principle—be ap- 
plied universally to the adjustment of tariff rates? 

Perhaps I could make myself clearer by citing an example. 

Mr. Sieaesion: Yes, sir. 

Mr. Morrison. Suppose that you found in the production of some 
small metal ware such as may be identified in import statistics, there 
were a couple of concerns producing this which were not employing 
the techniques that were applicable in the production of similar types 
of goods that were applied—not only applicable—but applied in 
similar goods—would you think that bald ba taken into account in 


fixing the tariff rates? 
Mr. Hetrricu. If I understand you, sir, and if I understand your 
question to me, you are in effect me whether if there are certain 


concerns who are so inefficient that they have not adopted the most 
improved techniques, should they be protected, and my answer is “cer- 
tainly not.” Iam sure that none of those whom I represent here today 
would ever argue that inefficient management and management that 
fails to take into account the most improved techniques and the most 
modern and efficient way of doing things should be protected. We are 
not for that. If management is inefficient, it should go by the board. 
We are talking about a factor which the efficiency of management 
cannot overcome. 

Mr. Morrison. Well, perhaps, what I was trying to get to was how 
good a criteria was this cost of production principle, because it was 
usually interpreted, as I understand it, to be based on the accounting 
of the individual firms currently involved in the production of the 
product. It gave no consideration to whether those concerns were 
applying the techniques that were appropriate for economical produc- 
tion of this product. 

Would it be advisable to apply this cost of production principle as 

ou suggest ? 
, Mr. Hexrricn. I think it would, because of this fact, sir: I think 
that naturally I am not proposing that any rate would ever be altered 
up or yg without an investigation. Obviously, that would be some- 
thing else. 

I cal certainly feel that any investigation such as the Tariff 
Commission would unquestionably undertake would show up those 
firms which were, shall we say, not so efficient as they should be, and 
that their costs would not be taken into account because they were 
abnormally high and that the cost differential between here and abroad 
would be a measurement between the modern techniques here versus 
the modern techniques abroad and, again, I am coming back to the 
difference in the wa p. 

Mr. Morrison. Would you consider that if this difference in cost of 
production principle were to be applied, it should authorize the Com- 
mission to take into account considerations that the present law, 
largely inoperative as you have indicated, does not provide for? 
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Mr. Hetrricu. I do not know that I could give a final answer on 
that, but I will say this: It would be, certainly, my faith and belief 
that the Tariff Commission would do that automatically. If I am 
wrong, then, of course, it would would perhaps require some change 
in regulations, but I should think that the Tariff Commission would 
do that automatically. I have that confidence that they would, myself. 

Mr. Morrison. You have referred to the different experience with 
escape-clause cases and section 22 cases. 

Mr. Heurricu. Yes, sir. 

Mr. Morrison. And you have indicated that the President much 
more frequently accepted the Tariff Commission recommendations on 
section 22 cases than on escape-clause cases. 

Do you think that, in part, might be attributable to the fact that in 
section 22 cases the Department of Agriculture has previously advised 
the President and the President has advised the Commission to make 
the investigation, in effect having indicated—that is, the Department 
of Agriculture, and the White House have themselves indicated their 
views on the subject before the Commission ever considers it ? 

Mr. Hetrricu. I feel that any answer there would be purely specu- 
lative,sir. Ican only gothere by the results. It might be, as you say, 
that the weight of the Department of Agriculture has an effect on the 
ultimate decision, but that would be certainly guessing on my part. 

Mr. Morrison. There is another feature I wonder if you have given 
consideration to. The section 22 cases involves the Commission’s 
determination of whether imports are interfering with the program 
of the Department of Agriculture. That might be an easier criterion 
than determining whether the domestic industry is substantially in- 
jured by import competition, might it not ? 

Mr. Hetrricu. I would not have reason to think so, sir. It might 
be. I would not have reason to think one would be easier to determine 
than the other. They both require a lot of careful work. All these 
things do. It is not a simple matter, that I readily admit. 

Mr. Morrison. That is all, Mr. Chairman. 

Mr. Harrison. I have only one question I would like to ask you. 

Would it improve this situation 1f the definition in the escape clause 
were changed by the Congress so as to provide an automatic finding 
of injury wherever a moving average of the domestic production for a 
definite period—say the last 5 years—decreases below 85 percent of 
that moving average, and that then the escape clause should apply ? 

Mr. Hetrricu. Sir, I do not feel I can answer that question. Very 
honestly I say that. We have found through experience that in the 
wording of these clauses and these parts of the law every figure, every 
comma and every adjective becomes very important in their ultimate 
administration. I would not feel competent to pass judgment on that 
suggestion. I think that is something which would require study. 
You would have to see how it would work in many different cases and 
with many different industries. I would not feel competent to give an 
offhand opinion on that. . 

Mr. Harrison. Sir, if you would care after study to make a comment 


a we would be happy to put your comment in the record at this 
point. 
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Mr. Hetrricu. Thank you, sir. 

Mr. Harrison. We thank you very much for your appearance and 
for the information you have given the committee. 

Mr. Hetrricu. Thank you, sir. 

Mr. Harrison. The next witness is Mr. Morris S. Rosenthal, the 
president of the National Council of American Importers, Inc. 


STATEMENT OF HARRY S. RADCLIFFE, EXECUTIVE VICE PRESI- 
DENT, NATIONAL COUNCIL OF AMERICAN IMPORTERS, INC. 


Mr. Rapciirre. Mr. Chairman, Mr. Morris Rosenthal was unavoid- 
ably detained in New York through pressure of business. My name 
is Harry S. Radcliffe. I am executive vice president of the same 
organization. 

r. Harrison. All right, sir. 

Mr. Rapcuirre. I ask permission to take his place. 

Mr. Harrison. We will be happy to have you do so, sir, and would 
be grateful if you would identify yourself for the purpose of the record 
and proceed. 

Mr. Rapcuirre. I am Harry S. Radcliffe, executive vice president of 
the National Council of American Importers, Inc. 

Mr. Chairman and gentlemen, the specific suggestions we are pre- 
senting to your subcommittee today were carefully formulated by the 
customs committee and the research and planning committee of the 
National Council of American Importers, Inc. At the regular month- 
ly meeting of our board of directors held last week, these suggestions 
wereconsidered and approved. 

Some of these suggestions have been contained in testimony given 
during recent years before congressional committees and other ideas 
are new. Still other proposals which we are now making were con- 
tained in a formal memorandum presented in December 1953 to the 

(Randall) Commission on Foreign Economic Policy. 

Our suggestions, and a brief explanation of our reason for making 
them, are as follows: 

First, the reciprocal trade agreements program: Although it may 
be premature at this time to talk about the extension of the Reciprocal 
Trade Agreements Act, which expires on June 30, 1958, our organiza- 
tion has Tong felt that our trade agreements program has proven its 
worth as a most effective mechanism for the elimination of barriers to 
our export and import trade. Without it we would have little to talk 
about on trade matters with other friendly nations. Extensions of 
the Reciprocal Trade Agreements Act for relatively short periods of 
2 or 3 years have caused considerable apprehension among business- 
men engaged in international trade because of periodic uncertainty 
as to whether or not this program will be continued. During every 
public hearing on problems relating to tariff, there have always been 
some reckless charges made about competitive imports that have no 
basis in fact. The record will show that certain domestic interests 
have, time after time, used the periodic review of our trade program 
to give voice to unfounded statements about the then current threat 
to their industries from normal imports. We, therefore, recommend 
that when the present Extension Act expires on June 30, 1958, con- 
sideration be given by the Congress to putting the act on a more 
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permanent basis to assure all concerned of the stability of our policy 
of international economic cooperation. 

When public hearings are held in 1958, we shall suggest that the 
act be extended for an 11-year period to June 30, 1969, so that the 
expiration and the attendant review of the progress made under the 
act will fall in the year following a presidential election and will be 
considered by a new Congress, 

We also believe that the bargaining power should be substantially 
expanded when the act is renewed. In view of the fact that many 
rates of duty are still excessive, one suggestion we shall offer is that 
rates of duty in effect on June 30, 1958, which are in excess of 25 per- 
cent ad valorem or its equivalent should be subject to a further reduc- 
tion to 25 percent ad valorem on the usual selective basis. For rates 
that are 25 percent or less, we shall suggest that authorization be 
given to make duty reductions up to 25 percent of such rates. 

Regarding peril points: The peril-point clause, by implication, 
asserts that only the Tariff Commission can perform well as a watch- 
dog to guard the domestic economy. From it one can conclude that 
the other agencies of the Government that make up the two commit- 
tees for investigating proposed tariff reductions, and afterwards 
making specific recommendations on them, do not or cannot for one 
reason or another recognize and accept their obligation to protect the 
domestic economy properly while helping our international relation- 
ships. It is true that the President may ignore the recommendations 
of the Tariff Commission, but when he does so he must account spe- 
cifically to the Congress for such action. This places the President 
and the executive departments comprising the two committees in a 
defensive position that is hardly warranted by past performance and 
by fact. We have the utmost respect for and confidence in the Tariff 
Commission and its staff, but we also have similar respect for and 
confidence in the other executive departments, including the often 
maligned Department of State. From our observation, all agencies 
that have to do with this program have shown their understanding 
of the problem and their concern for our economic welfare. They 
can well be trusted as a group to think in terms of peril points, and 
to act wisely. We recommend that the peril-point provision be elimi- 
nated from the present act. 

Regarding the escape clause: With reference to the escape-clause 
procedure under the Reciprocal Trade Agreements Act, we have four 
suggestions: 

1. The escape clause as now drawn is harmful and frustrates the 
purpose of the act. As I said—this is Mr. Rosenthal’s statement and 
the “I” is Mr. Rosenthal—before the Senate Committee on Finance in 
1955 when testifying on H. R. 1, its principal criteria should be based on 
the overall national economic welfare and the needs of our Nation’s 
security program. The authority under which tariff concessions are 
modified or withdrawn should be strictly limited to these situations, 
and the period of time during which such modification or with- 
drawal should remain in effect should also be definitely fixed. Re- 
sort to the escape clause should be confined to actual emergency cases in 
which a domestic industry, entitled to added protection because of pre- 
vane unforeseen situations, is confronted with the actual necessity 
of making too rapid adjustments to avoid serious loss of capital and 
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a sharp increase in unemployment. If an escape clause is invoked for 
such specific reason, action should be limited to a tariff increase no 
greater than the tariff rate in effect before the emergency situation 
arose, without the use of any new form of restriction, such as quotas. 
Also the increase in rate should be made effective for a specific period 
of time that would be adequate to permit domestic capital and labor 
to make the necessary adjustments to the competitive situation. 

2. The escape-clause section of the act should be amended by the 
Congress as soon as possible to authorize the Tariff Commission to 
use its discretion in instituting full-scale investigations in response to 
an application by any domestic industry, or segment or portion thereof. 
The tariff Commission has such discretion in connection with investi- 

ations requested by interested parties under section 336 or 337 of the 
Tariff Act, but is required by statute to institute an investigation when 
the application is made by interested parties under the present version 
of the escape clause. 

3. We also believe that an appropriate amendment should be made 
to the escape-clause provisions of the act to govern occasions where 
a full-scale investigation has already taken place with respect to a 
certain commodity. We suggest that a new investigation in response 
to a domestic application should be instituted only in such cases where 
the applicant makes a prima facie case of materially changed com- 
petitive conditions since findings were made in the previous investiga- 
tion. Certain domestic groups appear to have taken undue ad- 
vantage of the mandatory requirements of the present escape-clause 
provisions with respect to investigations to harass importers by making 
repeated applications, as in the case of wood screws, ground-fish fillets, 
spring clothes pins, safety pins, and straight pins. 

4. Wealso believe that the escape-clause idea should work both ways. 
Specifically, we earnestly suggest that a new provision be made for 
consideration of an investigation by the Tariff Commission in re- 
sponse to applications by United States importers who allege that 
the existing rate on any imported article is unduly restrictive, con- 
stituting an unwarranted barrier to imports of such articles. Upon a 
finding by the Tariff Commission that such an allegation is well 
founded, we recommended that the Congress authorize the President to 
reduce such rate by not more than 50 percent of the existing rate. We 
might call this suggestion a reverse-escape-clause procedure. 

Further, we would like to refer specifically to the latest amendment 
to the escape clause providing for the relief of small segments or minor 
subdivisions of a company or of an industry, even though the industry 
and the company within it show profits from their overall operations. 
This provision also tends to vitiate the purpose of the act and should 
be eliminated. 

Regarding the Antidumping Act, section 5 of the Customs Simpli- 
fication Act of 1956 requires the Treasury Department to report to the 
Congress by February 2, 1957, as to its recommendation for changes 
in the Antidumping Act of 1921. We are hoping that the Treasury 
Department will offer an opportunity to interested parties to present 
suggestions at public hearings or conferences before this report is 
submitted. If such an opportunity is offered, our organization will 
present some suggestions for improvements of the act, and among 
these will be the following: 
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1. That the term “fair value” be defined in such a manner as to 
relate to predatory dumping, and not to mere differences in prices 
that normally occur under competitive conditions in foreign mar- 
kets and in the export trade of foreign countries with the United 
States. 

2. There should be a precise definition of the term “injured or 
likely to be injured.” 

3. Any finding by the Tariff Commission of injury or likelihood 
of injury in dumping cases should be subject to Presidential review. 

4. Any finding that an imported article is being sold at less than 
fair value should be subject to judicial review in the customs courts, 

5. Specific provision should be made in the law for public hear- 
ings both by the Treasury Department and the Tariff Commission, 
with adequate notice of such hearings to interested parties and a 
requirement that a copy of all complaints filed by domestic indus- 
tries alleging dumping should be available to interested parties. 

6. Section 202 (a) of the Antidumping Act should be amended 
to make it clear that there shall be no imposition of both counter- 
vailing and dumping duties on particular merchandise to compen- 
sate for the same situation of export subsidization and dumping. 

7. Finally, the Antidumping Act of 1921, as amended, should be 
incorporated as a new section of the Tariff Act of 1930. 

Regarding countervailing duties section 303 of the Tariff Act pro- 
vides for the imposition of countervailing duties to offset foreign 
subsidies, either by a foreign government or by private associations 
abroad, on exports to the United States. 

Countervailing duties may only be levied on dutiable imports, while 
dumping duties may be assessed on both dutiable and free goods. In 
passing we might raise an eyebrow as to why dumping duties should 
be assessed on nondutiable goods, which are presumably noncompeti- 
tive. I might add that has never taken place, but it is a possibility. 
The Secretary of the Treasury is authorized to determine the facts 
of the situation; to fix the amount of the compensating duty; and to 
impose the extra charge on imports. 

There is no requirement that an industry in the United States is 
being injured or likely to be injured in connection with the imposi- 
tion of countervailing duties. We believe it is quite pointless to place 
such an extra burden upon any imported article when it serves no 
real purpose. 

We suggest that section 303 be amended as follows: 

1. To add a suitable injury requirement, and that the finding of 
injury or threat of injury be made by the Tariff Commission. 

2. A precise definition of the term “injured or likely to be injured” 
should be added to this section. 

3. Any finding of injury or likelihood of injury in countervailing 
duty cases should be subject to Presidential review. 

4. Specific provisions should be made for public hearings by both 
the Treasury Department and the Tariff Commission, with adequate 
notice of such hearings to interested parties. 

5. Section 303 (c) should be amended to add a provision that 
countervailing duty shall not be levied because of the ordinary re- 
mission or refund of taxes and duties allowed by a foreign country 
upon the exportation of merchandise to the United States. No 
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similar provision is needed for the Antidumping Act, because the 
point is specifically covered by the terms of sections 203 and 204 of 
that act. 

6. An amendment is needed to make it clear that there shall be no 
imposition of both dumping and countervailing duties on particular 
merchandise to compensate for the same situation of dumping and 
export subsidization. This has never been done, but it is not specific- 
ally forbidden. 

Regarding defense essentiality: Section 7 of the Trade Agree- 
ments Extension Act of 1955 provides for restrictions on imports 
on behalf of national defense, and confers upon the Office of De- 
fense Mobilization certain responsibility to investigate and to make 
recommendations to the President, who may or may not accept the 
recommendations. We are well aware of the problems of our national- 
security program, but we submit that considerations of national de- 
fense should mean just that, and not be stretched to cover everything 
to which they might possibly apply, or to related situations beyond 
proper limits. It seems to us that a number of industries are now 
resorting to these provisions because they feel that they cannot get 
a favorable recommendation through the Tariff Commission. We hear 
that the present defense provisions of the act may lead to abuse. 
We wish to point out the need for defining what constitutes an in- 
dustry or a company within it that is essential for our security Pro- 
gram. Further, the Congress should provide by law exact pro- 
cedures to be followed by the Office of Defense Mobilization in reach- 
ing considered determinations in all cases, including notice of and 
access to all complaints filed by domestic industries; provision for 
‘public hearings with full opportunity for interested parties to present 
their views; publication of recommendations to the President; and a 
suitable grace period before any new restrictions upon imports shall 
become effective. 

Regarding quotas: The use of quotas to restrict imports should be 
completely discontinued as a national policy. We quite agree with 
the statement contained in the report of the Subcommittee on Foreign 
Economic Policy of the Joint Committee on the Economic Report to 
the Congress issued on January 5, 1956, which states as follows: 

In time of war, quotas on imports are the counterpart of necessary domestic 
eontrolled allocation. But, carried over to normal times, quotas are designed 
for a purpose similar to tariffs. They are worse because they may be in- 
sensitive to changes in the volume of demand, and to changes in costs of 
production and prices, and are almost always discriminatory in assigning 
shares of the market. A quota has the purpose of boosting the market price 
just as does the tariff. If consumer demand grows, except by specific admin- 
istrative action there can be no increase in imports as even a tariff allows, and 
the only alternative is for the price to rise even more. Quotas imply the as- 
signment of shares, and this inevitably means that choices must be made 
among countries of supply and individual traders. The opportunities for favor- 


itism, for economic strangulation, for international hard feelings and reprisal, 
and for personal corruption are unlimited. 


_ Regarding the Buy-American legislation: All Buy-American leg- 
islation should be repealed. The report of the Subcommittee on For- 
eign Economic Policy, to which reference has been made, also stated 
regarding the Buy-American legislation the following: 

The Buy-American Act has little place in our trade policies; it should be 


repealed. Government purchases are too large and important to be taken out 
of the context of having to meet the test of market efficiency. Such associated 
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problems as those of depressed areas and defense essentiality should be met 
by other solutions. There is too great a danger that favoritism, arbitrary 
decision, and reprisal will be invited by continued use of the Buy-American 
Act. 

Furthermore, the act tends to stimulate extreme nationalists to cry 
“Buy American,” and so generates hostility among consumers against 
buying goods that are produced abroad, and creates an emotional and 
hysterical fear of international trade. 

Regarding processing taxes: During the closing weeks of the last 
session of the Congress a bill, which we understand was sponsored by 
the Treasury Department, was introduced proposing to impose a new 
processing tax on certain watch movements which are upjeweled after 
importation. We understand that this proposal will be presented to 
the new Congress when it convenes in January. Our organization 
objected to this at the time as a matter of principle and shall object 
to such a proposition on the very grounds advanced by the Treasury 
Department itself in 1950. The first customs simplification bill con- 
tained a provision relating to the conversion of processing taxes on 
certain fats and oils to import taxes, and the official explanation of the 
proposal by the Treasury Department stated : 

As a matter of principle, it is desirable that taxes for protective purposes 
should be levied at the customs frontier and that, once imported merchandise 
has passed the customs barrier, it should not be discriminated against as 
compared with merchandise of domestic production. This general rule of non- 
discriminatory internal taxation for imports (“national treatment”) has been 
included in our commercial treaties and agreements for many years. 

Regarding the GATT and OTC: Under our Reciprocal Trade 
Agreements Act, all negotiations conducted since 1947 have been multi- 
lateral agreements in connection with the General Agreement on 
Tariffs and Trade. In contrast to the negotiations under the program 
in previous years on a bilateral basis, these multilateral negotiations 
have the important advantage of permitting our negotiators to obtain 
reciprocal concessions from participating countries which are not the 
principal suppliers of the imported commodity under consideration. 
Our bilateral negotiations involved only those articles for which the 
foreign negotiating country was the principal supplier, and sometimes 
by a statistical hair, so very often the tariff concessions granted by the 
United States proved of substantial benefit to other countries which 
had an important stake in supplying the same article but which were 
not parties to the negotiations. 

It has been made abundantly clear that United States participation 
in the GATT has been to our advantage, within the limited time in 
which this agreement has been in operation. There has been a marked 
degree of progress in the removal of trade barriers of all kinds. There 
have been many cases of successful mediation of trade disputes between 
nations that are parties to the GATT. Furthermore, disagreements 
have not flared up into economic warfare and political bitterness. 

As a permanent organization with a permanent secretariat, OTC 
would provide continuity for the work of the GATT, and our partici- 
pation in OTC would give further evidence to foreign nations and to 
their peoples that the United States means what it says when we 
urge dev deetinn of barriers to trade, and cooperation in trade matters. 


We should confirm by action the policies so eon a by 


the leaders of both political parties. If the United States fails to 
join the OTC, there will be no such organization, because the agree- 
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ment calls for- participation by countries accounting for 85 percent 
of the world trade over a given period, as stipulated. During that 
period, the United States accounted for 20 percent of the trade; there- 
fore, it is clear there cannot be 85-percent participation if the United 
States stays out. The effectiveness of the GATT as an international 
instrument for the study of trade questions and the mediation of trade 
disputes will be greatly weakened without the OTC. 

And I would emphasize that OTC can in no way harm us. There 
is nothing in the OTC to compel us to reduce our tariffs. There is 
nothing in OTC that will enable the President and those whom he 
appoints to represent us to take any measures that are not authorized 
by act of the Conde. The claim that we will lose our sovereignty 
in joining the OTC is sheer nonsense. 

Generel considerations : In conclusion, I would like to discuss briefly 
some of the economic factors pertaining to our foreign trade policy 
and to repeat before this subcommittee certain considerations that we 
believe to be fundamental, and which we have stated at previous 
hearings of the Committee on Ways and Means of the House, and the 
Committee on Finance of the Senate. The basic problem of the in- 
herent right to tariff protection by all segments of industry and 
agriculture in all sections of our country, and to the individual com- 
panies and producers within them, still needs to be resolved. 

We might pose these pertinent questions: 

Should we, as a matter of national policy, adopt the principle of in- 
herent right to protection against imports, when we can buy certain 
goods abroad at lower prices and in some cases—I would say most 
cases—of better quality and different style? Or, should our national 
policy be one of selective protection and protect only industries essen- 
tial to our economic welfare or to national security ? 

Should we not recognize that there may well be companies and in- 
dustries and segments of agriculture for which protection cannot be 
justified, and that they therefore might have to change to other fields 
of economic endeavor because they cannot successfully compete with 
imports from abroad ? 

Should we protect everyone or should we decide we need not make 
and grow everything ourselves ? 

To what extent ould we admit foreign competition to our vast 
markets ? 

In our judgment, free trade is not now possible in the complex world 
in which we live. But, we believe that our tariff system and structure 
should be based on the overall national interest, which may be defined 
as the greatest good for the greatest number. In general business 
terms, it may be said to be the greatest amount of capital invested and 
used in American agriculture and industry, and the greatest number 
of people gainfully employed in factories, in offices, on farms, in mines, 
and so on. If through lower tariffs, others can buy more from us so 
that we can sell more to them with a resultant greater exchange of 
goods, our country as a whole will benefit and prosper. More capital 
will be invested and more people will have jobs, even though some 
industries or some companies are compelled to change their produc- 
tion, and even though some workers must change jobs and the kind of 
work they are doing. This has been true as a result of the many and 
substantial technological changes that have come about in American 
life over the years, and no one would say that such progress should 
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have been limited or retarded. After all, the tariff is in the nature of 
a subsidy and any subsidy should be used wisely and well, and em- 
ployed to the extent needed by our overall national economic welfare, 
= defense program, and the changed conditions that may affect 
them. 

Over the years, it has become increasingly evident that the Congress 
cannot efficiently deal with the intricate details of domestic and inter- 
national policy. Its role has become more and more that of the setting 
up basic policy and of delegating the administration of that policy to 
the Executive within certain prescribed limits and standards. In dele- 
gating powers to the President in the Trade Agreements Act, we think 
that the Congress has acted wisely although the current extension 
limits the President in ways and to an extent that we think are un- 
sound. As a mechanism, the trade-agreements program has func- 
tioned well and no President has acted carelessly or unwisely in carry- 
ing out the responsibilities given to him. Administrative actions have 
been temperate and moderate and at times somewhat too cautious as 
to the impact on our domestic economy. 

Aside from possible minor shifts in conditions pertaining to differ- 
ent products, dacs are no changes in the conclusions of the last severa] 
years as to the need for expanded world trade and the need for a liberal 
American foreign trade policy. What has been said by me and the 
many others who have testified on behalf of the Trade Agreements 
Act, OTC, customs-simplification legislation and so on, is as valid now 
as when we testified earlier. Therefore, I would like, in conclusion, to 
repeat once more something that I believe should be ever present in 
our thoughts of our international relations and some of the funda- 
imental factors to be considered. 

No single piece of legislation and no single element of international 
policy can by itself solve the economic ills of the world or pave the 
way for peace. American international policy may be said to com- 
prise three elements—our political relations, our military alliances, 
and our economic relations. American foreign economic policy may 
also be said to consist of three elements—trade, investment, and aid. 
In all of these, we need sound policy directives with ample powers 
to the Executive for their implementation. Together they will help 
us in our quest for a peaceful solution of the many difficult and com- 
plex problems that confront us in our international relations. The 
Trade Agreements Act is but a single factor in the entire situation. 
But we believe it to be an important one, and we are hopeful that 
the Congress will adopt a sound and workable act in 1958, but there 
is no reason why by amendment it could not be done sooner, say in 
1957, by the new Congress, in order to enable the United States to 
cooperate with other countries in the lowering of barriers to the ex- 
change of goods among all peoples. This will help increase the pro- 
duction of goods, their flow, and an increase in their consumption, 
which in turn will help the standard of living of our citizens as well 
as all other peoples of the free world. Thank you for this opportunity 
to present our views. 

Mr. Harrison. Thank you very much, sir. Mr. Martin? 

Mr. E. Martin. Mr. Radcliffe, I have a number of questions which 
I should like you to answer because of the great attention that you 
and your organization have given to these problems, but we also have a 
lot of witnesses we have to hear today. I wonder if it would be 
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possible for me to ask the questions and for you to communicate with 
the committee at some later date to have them included in the record ? 

Mr. Rapctirre. I should be happy to do that. I want to cooperate 
in every way possible. 

Mr. E. Marrrn. As long as they get in for the record by the 15th 
of October. 

Mr. Ravcuirre. Yes, sir. 

Mr. E. Marrrn. I will write my questions to you, Mr. Radcliffe. 

Mr. Rapctiirre. Thank you very much, sir. 

Mr. E. Martin. I veaha give them to you now, but I am afraid it 
would unduly delay the proceedings. 

Mr. Rapcuirre. We shall probably file a supplemental memoran- 
dum, because on some of the suggestions I outlined, such as a defini- 
tion of “fair value” and “injured or likely to be injured” we want to 
be more specific, and give what we think would be a proper definition 
of those terms. That we will do before October 15. Perhaps that 
would be among your questions. 

Mr. Harrison. Mr. Morrison ? 

Mr. Morrison. No questions. 

Mr. Harrison. Mr. Radcliffe, I notice in your comments on the 
Antidumping Act, section 303, you have a recommendation for a 
precise definition of injury, but that in the comments on the escape 
clause you have no such recommendation. Is there a reason for that 
omission with reference to the escape clause ? 

Mr. Rancuiirre. Under the escape clause there is some reference as 
to what is meant by injury. It is not a precise definition of injury, 
but the conditions are spelled out, where they are completely absent 
in the Antidumping Act and countervailing duty section. 

Mr. Harrison. You think the definition under the escape clause 
is as precise as you call for under the Antidumping Act ? 

Mr. Rancuirre. We are not satisfied with the provisions of the 
escape-clause section, but they are there. 

Mr. Harrtson. You think they are not sufficiently definite; is that 
correct ? 

Mr. Rapcuirre. No. I think they are out of line. 

Mr. Harrison. They are what? 

Mr. Rapcrirre. They are out of line, sir. I think they are too 
broad. 

Mr. Harrison. What would be the effect if Congress amended the 
definition of the escape clause to provide for a finding of injury when- 
ever the average of domestic production for a given period, say 5 
years, decreased below a certain percent, say 85 percent, of that aver- 
age, and that the escape clause should then apply? What would be 
the effect of that? 

Mr. Ravcuirre. Well, that would rather freeze the situation and 
really be a formula for a share of the market. 

Mr. Harrtson. Would you favor that or not? 

Mr. Rapciirre. We would not, sir. 

Mr. Harrison. In other words, do you seek through the law and 
the policy to gain more control by imports of the American market 
than $5. percent of production during the period say of the preceding 
5 years? 

Mr. Rapcutrre. That is right. 

Mr. Harrison. Regardless of the effect on the American economy ? 
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Mr. Rapcuirre. In the testimony I think we outline our ideas as 
to the situation of injury, where we-said that we thought the escape 
clause should be confined to actual emergency cases in which a do- 
mestic industry, entitled to added protection because of previously 
unforeseen situations, is confronted with the actual necessity of making 
too rapid adjustments to avoid serious loss of capital and a sharp 
increase in unemployment. That would be our criterion. 

Mr. Harrison. Mr. Machrowicz? 

Mr. Macurowicz. No questions. 

Mr. Harrison. Thank you very much for your appearance and the 
information you have given the committee. 

Mr. Rapcuirre. Thank you, Mr. Chairman. 

(The following additional information was later submitted for 
the record :) 


ANSWERS TO QUESTIONS RECEIVED FRoM THE BoGGs SUBCOMMITTEE ON CUSTOMS, 
TARIFFS, AND RECIPROCAL TRADE AGREEMENTS 


(Nore.—These answers supplement the testimony which the National Council of 
American Importers, Inc., presented to this subcommittee on September 2 
1956. ) 

QueEsTIon. Should other Government departments advise the President on 
accepting or rejecting Tariff Commission findings of injury to American industry 
under the escape clause? 

Answer. Yes, sir. We do not believe it is necessary to have a statutory re- 
quirement on this point, as we understand that findings under the escape clause 
by the Tariff Commission are always submitted, as a matter of routine, by the 
President to interested governmental agencies for comment and advice. We 
regard that practice not only as good administrative procedure but as the neces- 
sary exercise fo the inherent authority of the Executive to secure from the 
interested Government agencies under his direction the information and advice 
which he must have in order to weigh his decision in the light of its likely 
effects upon the public interest. We think it is an indispensable part of the 
discretionary authority which the statute wisely accords to him. 

Question. Should the Tariff Commission’s escape-clause report include infor- 
mation on all the factors pertinent to Presidential action, or should it be limited 
to the question of injury? 

Answer. It should be limited to the question of injury. Unless the present 
law is changed to authorize the Commission to inquire fully into such important 
factors as the national interest and security considerations, we do not see how the 
Tariff Commission could possibly include in its report information on all the 
factors pertinent to a decision in escape-clause cases by the President. 

Question. In connection with your recommendation for repeal of the peril- 
point provisions, have you any information that these provisions have impaired 
tariff negotiations? 

Answer. We have no specific evidence that the peril-point provisions have im- 
paired tariff negotiations, although they do stand there in the shadows. Our 
recommendations that the peril-point provisions be eliminated is based on the 
fact that the establishment of peril points is quite unnecessary because all 
agencies involved in trade-agreement negotiations are fully aware of the need 
to protect our domestic economy. In our opinion, it is not sound administration 
to give to the Tariff Commission the sole responsibility of establishing peril 
points because participation by the other governmental departments concerned 
is important. Before the peril-point system was set up by law, the various 
interested departments and agencies always furnished our negotiators with a 
maximum and minimum list of duty rate changes that were deemed appropriate 
as United States concessions. 

Question. In proceedings under the Antidumping Act, should findings con- 
cerning both fair value and injury be vested in the same agency? 

Answer. No, sir. We believe that the Treasury Department is in the best 
position to determine fair value, and that the Tariff Commission is more qual- 
ified to determine the question of injury. We emphasize our suggestion that 


any finding of injury by the Tariff Commission should be subject to Presidential 
review. 


, 
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In our testimony, we urged that the term “fair value” be specifically defined 
for the purposes of the Antidumping Act. We suggest that this term be defined 
as follows: 


“For the purposes of this act, the term “fair value” of imported merchandise 
shall be the sum of— 

(1) The cost of materials (exclusive of any internal tax applicable in 
the country of exportation directly to such materials or their disposition, 
but remitted or refunded upon the exportation of the article in the produc- 
tion of which such materials are used) and of fabrication or other processing 
of any kind employed in producing such or similar merchandise, at a time 
preceding the date of exportation of the merchandise under consideration 
which would ordinarily permit the production of that particular merchandise 
in the ordinary course of business; 

“(2) An amount for general expenses and profit equal to that usually 
reflected in sales of merchandise of the same general class or kind as the 
merchandise under consideration which are made by producers in the 
country of exportation, in the usual wholesale quantities and in the ordinary 
course of trade, for shipment to the United States ; and 

“(3) The cost of all containers and coverings of whatever nature, and 
all other expenses incidental to placing the merchandise under consideration 
in condition, packed ready for shipment to the United States.” 

It will be seen that the wording of our suggested definition is a close para- 
phrase of the definition of “constructed value” in the Customs Simplification 
Act of 1956. 

Furthermore, we suggest that the word “injury” as used in the Antidumping 
Act of 1921, the escape-clause provisions of the Trade Agreements Extension 
Act of 1951, as well as section 337 and the proposed amendment to section 303 
of the Tariff Act of 1930, be specifically defined. Our suggestion for such a defi- 
nition would be as follows: 

“The word ‘injury’ shall mean a steady decline, over a representative period, 
in the sales volume, in the working force employed, and the profits of an industry 
efficiently and economically operated in the United States directly caused by a 
rising trend of competitive imports of commodities which are similar in material, 
use, quality, texture, grade, and other physical characteristics, thus giving rise 
to a situation whereby such domestic industry is confronted with the actual 
necessity of making too rapid adjustments to avoid serious loss of capital: Pro- 
vided, however, That such decline in sales, working force employed, and profits 
is not due, wholly or in part, to technological developments, style or fashion 
changes, or to other factors not related to said import competition.” 

Question. Regarding your suggestion that the test of injury be added to section 
303 of the Tariff Act, who should make the finding of injury? Should the same 
agency make findings of both injury and subsidization? 

Answer. Regarding section 303, we repeat our suggestion that the finding of 
injury should be made by the Tariff Commission and be subject to Presidential 
review. The factual determination of subsidization should continue to be made 
by the Treasury Department. Perhaps the Antidumping Act and section 303 
might be combined as a revised section 303 as a further customs simplification 
measure. 

Question. If the test of injury is added to section 308, should the section be 
extended so as to apply to duty-free articles? 

Answer. No, sir. We see no point in the imposition of special duties or 
penalties on duty-free goods. We believe instead that the Antidumping Act of 
1921 should be amended to apply only to dutiable articles. The fact that an 
imported article is on the free list implies that it is a noncompetitive article 
or an article which should be free from import restrictions of any kind. It is 
our opinion that there are many articles now on the dutiable list that should 
be transferred to the free list, and in this connection, we submit the following 
extract from the statement that we presented in December 1953, to the Randall 
Commission : 

“The Tariff Act of 1930, as amended, should be further amended by striking 
out the words “To produce revenue’ in the heading of the law, and by transferring 
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from title I—dutiable list, to title II—free list, all imported commodities which 
are not produced at all in the United States, or which are commercially produced 
here only in small or insignificant annual volume. The small annual loss in 
customs revenue should not be a factor in such an important tariff policy change. 

“Such transfer of commidities to the free list by an act of the Congress should 
be predicated upon a special report by the Tariff Commission as to the com- 
modities now dutiable chiefly for revenue purposes. The investigation necessary 
to the preparation of such special report should be given priority on the Com- 
mission’s present work schedule, and public hearings should be held to enable 
interested parties to make representations in respect of articles proposed to be 
given a duty-free status. 


* * = * * ™ * 


To move swiftly toward the adoption of such a new tariff policy, we suggest 
that the Tariff Commission be requested by the President, the Committee 
on Ways and Means, or the Committee on Finance, to prepare a special report 
on imported commodities which supply all or a greater part of our domestic 
requirements. The experienced commodity specialists on the staff of the Com- 
mission could very quickly draw up a comprehensive tentative list of such com- 
modities which appear to be purely of a noncompetitive nature. This list 
could be made public with an announcement of public hearings for the following 
purposes : 

1. To enable American importers and other interested parties to comment on 
the list, and to call attention to commodities known in the trade but not easily 
identified in data available to the Commission. 

2. To ascertain whether any commodity on the tentative list is in direct and 
regular competition with a domestically produced commodity which is different 
in material, texture, grade, quality, or other characteristics. 

3. To determine the extent to which consumer or user preferences are a factor 
in a choice between the imported commodity and the domestic substitutes 
regardless of price differentials. 

4. To evaluate the possible effect upon import volume and prices, and the bene- 
fits to industrial users and consumers of the proposed transfer of each commodity 
from the dutiable list to the free list. 

(Nore.—Attached are tables 1 and 2 for purposes of illustration.) 

Question. If we abolish the use of import quotas as you propose, do we need 
any increase in the executive power to increase tariffs? 

Answer. Under existing laws, the Executive has considerable authority to 
increase tariffs for the proper protection of domestic industries. Whether or 
not additional authority in this direction should be provided if the use of quotas 
is abolished is debatable. We are, however, unalterably opposed to quotas, not 
only because their use is the ultimate in trade restriction, but also because they 
involve the share of the market concept which is alien to our free-enterprise 
system. They also open the door to favoritism among countries of supply and 
individual traders. Even where a tariff rate is excessive, importers can quickly 
determine whether or not they can profitably handle an item, but under any 
quota arrangement there must be a definite cutoff point where the imports must 
be stopped altogether, or where the imported article will be subject to an extra 
import fee or a higher rate of duty. Furthermore, certain imported commodities 
have in the past been subject to quota restrictions without adequate notice 
to United States importers. 


EXTRACT FROM THE MEMORANDUM SUBMITTED BY THE NATIONAL COUNCIL OF 
AMERICAN IMPORTERS, INC., TO THE COMMISSION OF FOREIGN Economic PoLicy 
(RANDALL COMMISSION) ON DECEMBER 7, 1953 


This extract consists of two tables which listed, merely for the purpose of 
illustrations, a few classes of commodities imported in the calendar year 1952 
which might be considered for duty-free status. Table 1 lists some commodities 
not produced in the United States, and table 2 lists some commodities which 
supplement United States production. These tables are as follows: 
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Taste 1.—Jmports in calendar year 1952 of some commodities not produced in 
the United States 








[Dollar amounts in thousands] 
United States Imports | Estimated | Domestic 
Tariff, par. Commodity Rate of duty 1952 duties production 
(value) (1952) (1951) 
OR ee Quebracho tanning extract | 7)4 percent ad $27, 852 () None. 
(N oTE.—Also other tann- valorem. 
ing extracts: chestnut, divi 
divi, wattle, etc.). 
O41. cccuecouam pg Ee ees 25 percent ad 299 $75 | Small. 
valorem. 
so. ae Natural menthol_......----. 40 cents per pound -- 2, 898 195 | None. 
hi sheatsoniee Crude sperm oil__.......-..- 1\% cents per gallon_- 3, 138 67 Do. 
OP sitiencdna Opium, containing 8.5 per- | 90 cents to $9 per 6, 889 (4) Do. 
cms of anhydrous mor- pound. 
phine. 
Fi... cncccences| AGREPINES RIGUK...Lc..cdccde 5 percent ad 1,037 52 Do. 
valorem. 
OM. ..cseeecur Metal drawing instruments | 22% percent ad 854 192 | $35. 
and parts. valorem. 
OT: ccs ak Jewel bearings. -.-...-----.-.- 10 percent ad 4, 227 423 | Practically 
valorem. none. 
Oh ei encaae Rough mahogany, sawed__..| 5 percent, plus 75 50 3 | None. 
cents per thou- 
sand board-feet. 
Pusskoceuee Canned beef, including | 3 cents per pound 41, 685 (2) Small. 
corned beef. or 20 percent ad 
valorem. 
ise Roquefort cheese........-.--. 3 cents per pound 1, 205 (2) None. 
or 15 percent ad 
: valorem. 
Wi sdcc ee | = brine, pitted or | 30 cents per gallon-.- 16, 591 2,948 | Small. 
stuffed. 
.. eRe | ee 50 — per thou- 473 14 | None. 
sand. 
bs 553553 oe Hyacinth bulbs. ...........- $2 per thousand _---- 2, 189 50 Do. 
WOR: icc ascuindes Lily-of-the-valley pips__.....| $3 per thousand __--_- 93 6 Do. 
PE waéincbunte Cream or Brazil nuts_...---- 3§ or a cents per 6, 284 125 Do. 
poun 
Oe epee ey Cosbee aitie ok eee 1! ae per pound- 19, 328 632 Do. 
TL... c<aspieadl Pignoliea Dimt8..<. one snedsons 1 ‘= == cents per 160 9 Do. 
OR: Ste Pistache nuts. -............. Wo or rig cents per 3, 835 52 Do. 
SIRS ec ebcedad Plain woven fabrics of vege- 10'p eed ad valo- 4, 021 402 Do. 
table fiber other than rem. 
cotton (chiefly flax cam- 
brics and sheers) weigh- 
ing less than 4 ounces per 
square yard. 
MR Ss Table damask and manu- | 15 percent ad valo- 1, 888 283 Do. 
factures thereof of flax, rem. 
exceeding 130 threads per 
square inch. 
Oi acu Towels, finished or unfin- |..... els tka downed 535 80 Do. 
ished, of flax, exceeding 
‘ 120 threads per square 
inch. 
WA: . ees Napkins, finished or um- |..... a eee 782 117 Do. 


finished, of flax, exceed- 
ing ae threads per square 
inch, 


1 Estimate not possible as part of 1952 imports entered free of duty for Government use. 
2Estimate not possible as duty rate depends upon value. Value information not given 
in published statistics, 
Imports for 1952 from Report No. FT 110, issued by Bureau of the Census, U. 8S. 
Department of Commerce. 
ns omestic production information from “Aid,’ Trade, and the Tariff,” by Howard S. 
quet. 
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Taste 1.—Imports in calendar year 1952 of some commodities not produced in 
the United States—Continued 








[Dollar amounts in thousands] 
United States Imports | Estimated | Domestic 
Tariff, par. Commodity Rate of duty 1952 duties production 
(value) (1951) 








Sheets and pillowcases of | 12% percent ad va- None. 
flax. lorem. 
Handkerchiefs of flax, not | 10 percent ad valo- Do. 
hemmed. rem. 
Manufactures of flax, not | 20 percent ad valo- Do. 
specially provided for. rem. 
Handmade floor coverings: 
(1) Chiefly of alpaca, | 124 cents per square Do. 
guanaco, llama, foot; minimum 
misti, suri, or a 114% ‘percent ad 
combination of valorem. 
these hairs. 
(2) Chiefly of other hair | 15 cents per square Do. 
or wool. foot; minimum 
224% percent. 
1116 (b)__.....| Chenille Axminster rugs, | 30 percent ad valo- Small. 
etc. rem. 
1116 (b)_.-.-....| Oriental weave rugs, ete___-- 25 percent ad valo- Do. 
rem, 
1117 (b)._-....| Ingrain carpets and rugs, ete |__... Ma cg aishheisioiccisn Negligible. 
i. gg See Floor coverings made of |----.- Cae, cienabnteciatien Do. 
Angora goat hair. 
1ST Gi ceneses Floor coverings made of | 30 percent ad valo- Do. 
alpaca, guanaco, llama, rem. 
misti, suri, or a combina-- 
tion of these hairs. 
1504 (b) (5)....| Harvest hats of straw, palm | 124% percent ad va- Do. 
leaf, pandan, etc. lorem. 
1504 (b)__--...| Toquilla fiber hats, not |_.... Ge dees seksi None. 
bleached, dyed, colored, 
or stained (Panama hats). 
SGT. icwnienas Bristles, sorted, bunched, | 3 cents per pound--- Do, 
or prepared. 
Ui aleeci ns ok Diamonds, cut but unset__.- *, percent ad va- Do, 
lorem. 
1541 (@).......... Music boxes and parts_-.-_.- 7, percent ad va- Do. 
orem. 
1568 Gest Piano accordions. --_........-}--.-- Gtensts onc 2s cee Limited. 
1541 (a)......-.| Chimes and peals_-_...-.--- *. percent ad va- Small, 
orem. 
1541 (e).......- Carillons and parts contain- | 10 percent ad va- None. 
ing more than 34 bells. lorem, 


1 Estimate not possible as part of 1952 imports entered free of duty for Government use, 

2 Estimate not possiple as duty rate depends upon value. Value information not given in published 
statistics. 

Imports for 1952 from Report No. FT 110, issued by Bureau of the Census, U. 8. Department of Commerce. 


i production information from “Aid, Trade, and the Tariff,’’ by Howard 8. Piquet. 
Small. 


NorTe.—It will be seen that the estimated duties on imports of metal drawing instruments and parts 
(par, 360 above) in 1952 were 5}4 times the total estimated domestic production of these instruments in 1951. 
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TasLe 2.—Imports in calendar year 1952 of some commodities which supplement 
United States production 


[Dollar amounts in thousands] 














i 
United States | Imports | Estimated | Domestic 
Tariff, par. Commodity Rate of duty 1952 duties production 
| (value) (1952) (1951) 
oad ee eee ee 
i 
OG. cia Edible olive oil__...........- 34 or 4% cents per } $13, 059 $1, 705 | $744 
pound, | 
6. .cdiiwuchoe Unmanufactured mica | Various............-. 14, 243 | (4) 150 
sheets, films, and split- 
tings. } | 
Deiircosbaa | Graphite or plumbago _---_- - WS sian cde 2, 859 (4) | 2 428 
ee are. | Quicksilver or mercury__..._| 25 cents per pound. | 12, 547 | (@) | 1, 502 
Mesa sticenh te | Unmanufactured nickel, in | 114 cents per pound. 89, 342 | 1) | 2, 911 
| pigs, ingots, etc. | 
718 (a)_........| Fish canned in oil (except | 15 percent ad val- 6, 669 | 1, 000 | 1, 433 
sardines and tuna), | orem, 
Pe ee | Fish, = or salted, not | Various__.-......--- 13, 374 () 41, 642 
| canned, | | 
POR anand | Olives in brine, green, not | 29 cents per gallon__- 3, 848 729 | 51, 000 
| pitted or stuffed. | 
MR. set # . Cabtor Wee... 5b cee 2 | 4 cent per pound.._| 6 12, 893 352 | (") 








! Estimate not possible as part of 1952 imports entered free of duty for Government use. 

2 Year 1950. 

3 Estimate not possible as a complex set of duty rates apply. 

Imports for 1952 from Rept. No. FT 110, issued by Bureau of the Census, U. 8. Department of Commerce 
Domestic production figures from ‘Aid, Trade, and the Tariff,”” by Howard S. Piquet. 

‘ Year 1949. Estimated as larger in 1952. 

5 Estimated. 

§ 140,982,669 pounds. 

7 Dollar value not available (20 million pounds). 


Note.—It will be seen that the estimated duties on imports of edible olive oil (par. 53, above) in 1952 
were over 214 times the total domestic production in 1951. 

GENERAL NoTE.—Some other imported commodities which supply all or the greater portion of our 
domestic requirements are: Brier blocks for pipes, Belleck china, dates, canary seed, certain spices, peat 
moss, firecrackers, table tennis balls, fresh pineapples, istle fiber and manufactures, baskets and other 
manufactures of bamboo, osier, willow or rattan, palm fiber and manufactures, hemp hats, flax, waterfow] 
feathers, chrome metal, certain grades of magnesium ore, uranium, thorium, and vanadium, There are 
literally hundreds of other classes of imported commodities which are not produced, or only produced in 
negligible quantities, in the United States, 


Mr. Harrison. We are going to call next Mrs. Oscar M. Ruebhausen, 
who is a director of the League of Women Voters of the United 
States. 

Weare very happy to have you, Mrs. Ruebhausen. 


STATEMENT OF MRS. OSCAR M. RUEBHAUSEN, DIRECTOR, LEAGUE 
OF WOMEN VOTERS OF THE UNITED STATES 


Mrs. Rursuausen. Thank you. 

Mr. Harrtson. You may proceed. 

Mrs. Ruesuavsen. I am Mrs. Oscar M. Ruebhausen, a director of 
the League of Women Voters of the United States, a citizen organi- 
zation of 126,000 members in 1,000 local leagues across the country. 
The league welcomes these hearings. A new look at our trade policies 
is long overdue. It is a matter of vital importance that there be 
placed before the American people a body of facts, attitudes, and 
opinions, arguments pro and con, concerning our trade problems. 

First, I would like to say that there are few public issues to which 
the league in its 35 years of existence has devoted as much time and 
effort. Beginning in the early twenties with a study of the effects 
of tariffs on the cost of living, in the thirties we analyzed the economic 
causes of war, and began our support of the trade agreements. Re- 
cently the league has tried to understand and sort out the important 
shifts in emphasis in the world economy brought on by two world 
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wars. The need for wider public understanding of facts and atti- 
tudes concerning the importance of foreign trade led the league in 
1954 to undertake a 2-year survey project of the impact of foreign 
trade in local communities throughout the United States. 

The purpose of the trade survey was twofold. First, league mem- 
bers wanted to broaden their understanding of the economic facts of 
their own communities and, second, the league wished to make every 
effort to arouse the country to the importance of foreign trade which 
through years of study and interest the league had come to recognize 
as a major national and international question. 

Thirty-five hundred members conducted 11,229 interviews. This 
work resulted in 17 State surveys and 171 local surveys. You will be 
interested to know that over half the congressional districts in the 
United States are represented in this grassroots effort. 

A summary report of these surveys entitled “Facts and Attitudes on 
World Trade” has been published by the league. We would appre- 
ciate submitting a copy for the record. 

(The information is as follows :) 


[Publication No. 234, League of Women Voters of the United States] 
FACTS AND ATTITUDES ON WORLD TRADE 
A REPORT ON THE LOCAL TRADE SURVEY PROJECT OF THE LEAGUE OF WOMEN VOTERS 
INTRODUCTION 


The romance of trade has led men to strange and wonderful places through 
the centuries. It has been the spur to many an achievement, many a bitterness, 
many a war; its influence may have shaped history more than any other single 
factor in international relationships. While the shrinking of geographical dis- 
tances and the lessening of the mystery of faraway places has made trade seem 
less glamorous than in the past, its impact has stamped itself on our day-to-day 
lives and there are few of us whose economic security is not affected by trade, 
directly or indirectly. 

The League of Women Voters has long recognized the vital importance of 
publie attitudes on the subject of foreign trade. For more than 20 years it has 
had a continuous interest in the subject—promoting public discussion through 
local study groups, open forums, exhibits, radio and television programs. 
Through the years it has developed a position in support of governmental policies 
aimed to expand world trade and to remove restrictive trade practices. The 
league believes such policies are essential to the economic strength and stability 
of the Nation and of the free world. 

As foreign trade has become increasingly important to the national economy, 
trade problems, and trade issues have become both more complex and more contro- 
versial. Particularly where the pressure of foreign competition has been felt, 
voices have been raised in protest against liberal trade policies. These voices 
have made it difficult for the National Government to maintain a trade policy 
on which our own producers and our foreign friends can depend. Need for public 
understanding of existing facts and attitudes toward the trade problem led the 
league, in 1954, to undertake to survey the impact of foreign trade on individual 
American communities on a nationwide basis. 

Basically, this project was designed to stir awareness within the country 
of the real and tangible importance of international trade problems. As out- 
lined in a manual’ prepared at the league’s national headquarters, the project 
to be undertaken by local league survey committees was suggested in three 
parts: (1) There was to be prepared a summary of pertinent economic data 
concerning each area to be surveyed; (2) a representative sample of mann- 
facturers, farmers, and miners was to be selected and approached, preferably 
by personal interview, to obtain facts concerning their current stake in foreign 
trade; (3) an opinion checklist was to be given to each person interviewed 


1“Local Effects on Foreign Trade—a Manual on Conducting Surveys on Trade in Local 
Communities.” 11,500 of these manuals have been used in the project. 
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to obtain attitudes toward Government policies with respect to competitive im- 
ports from abroad. It was hoped that the findings of such surveys would be 
useful to citizens generally and to those charged with fashioning this Nation’s 
trade policies. 

The league was a pioneer in making such a study on such a scale at the grass- 
roots level. Its 186 surveys* have included more than 11,000 interviews carried 
on by some 3,500 women with unnumbered woman-hours involved. In half 
the congressional districts of the Nation it has touched well over 500 commu- 
nities where league volunteers canvassed manufacturers, farmers, and miners 
in an unparalleled sounding of opinion on foreign trade. In most cases, the 
surveys were developed against a backdrop of available economic facts of the 
prea sengd dug out by league members from libraries and latest Government 
8 stics. 

The league leaned heavily on the few local trade surveys which had been 
made earlier by individuals and institutions. Local expert advice was sought 
by most leagues undertaking a survey, both on the development of representative 
samples and on the best method for going about the interviewing. In approxi- 
mately two-thirds of the surveys, league members conducted personal interviews. 
Where this was impossible, because of a shortage of either time of woman- 
power, questionnaires were mailed. 

By the fall of 1954 when the national project got underway, a few leagues 
had already conducted pilot surveys. These included a statewide study of both 
facts and attitudes, by the Connecticut League, an extensive opinion poll by the 
New York City League, and a retail-store survey by the League of Prince Georges 
County, Maryland. The rest of the surveys covered by this report (see list in 
the appendix) were made between late summer 1954 and the spring of 1956. 
They vary in length from several typed sheets to sizable printed pamphlets. 

The league does not present its undertaking as a pretentious, scientific achieve- 
ment; it was not so intended. Experts commenting on the projects overall value 
agreed that it is the most comprehensive work of its kind so far attempted and 
that it “should not be buried under the proverbial bushel basket.” At the same 
time, they warn, and the league concurs, that it would be misleading to offer its 
findings as a definitive analysis of the national stake and attitude on world 
affairs. The league is proud to have stimulated a large number of men and 
women to examine for themselves how international trade affects their own com- 
munities and to express their views on alternate national policies. In essence, 
the league did this by using its familiar “go see” technique on a project local in 
character but nationwide in coverage. 

While league members did not approach the subject of the trade-survey project 
totally unprepared, they found the problems connected with it tremendous. As 
survey amateurs, they had to overcome handicaps ranging from timidity to sheer 
inexperience. Beyond such human factors were problems of the geographic dis- 
tances involved in many of the survey areas and of the inadequacy and often 
contradictory nature of the facts uncovered. 

That the question of method has been a thorny and vexing one throughout the 
project is not surprising, for even the technicians consulted were unable to agree 
on the best way to make such surveys. The great enthusiasm, hard work, and 
thoughtful study that went into the total effort throw new light on what can be 
done by a volunteer organization in sampling and stimulating public opinion. 

Difficult as the project has been for many leagues, there is wide agreement 
that the surveys have proved to be one of the most effective means the league has 
found to interest the American people in vital matters of foreign trade. In this 
primary purpose the project has succeeded beyond our most optimistic expec- 
tations. 

As we thus express our pride, we wish also to express our gratitude to all 
those who have served as our advisers and to those who have cooperated in ways 
too numerous to name. These include some Members of Congress, officers of 
National, State, and local governments concerned with trade problems, and repre- 
sentatives of many organizations and institutions. These include chambers of 
ecommerce, Federal Reserve banks, private business consultants, institutes of 
public opinion, librarians, representatives of the press, university professors, 
various farm agencies, farm agents, and labor leaders. Finally, we especially 


2 Several dozen additional aves are known to be enderwey- 

3 Such studies include several doone by the Legislative reference Service of the Library 
of Congress, under the direction of Dr. Howard Piquet and at the request of individual 
Congressmen; the analysis of the First Congressional District of Iowa prepared by the 
Committee for a National Trade Policy. 
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thank those thousands of citizens involved in the economic production of our 
country who cooperated with us by granting interviews to our members. 


SOME GENERAL OBSERVATIONS 


The major insights yielded by the surveys are qualitative rather than quantita- 
tive, psychological rather than statistical. It is a safe observation that extreme 
protectionist views are now held by only a minority of our citizens, regardless 
of the degree to which this is reflected in Congress. But if the balance of opinion 
is in favor of a more liberal expanding trade policy, it is also true that a sur- 
prising number of those interviewed did not have a clear idea of what their 
personal stake might be or what present trade policies and proposals are. Never- 
theless, it can hardly be overstressed that the survey showed that acceptance of 
new economic realities concerning our stake in world trade has far outstripped 
general attitudes toward decisions on public policy relating to the maintenance 
and development of this trade. 

The pattern of thinking that emerged tended to be consistent over the country 
asa whole. Economic isolationism has less to do with geography than it has with 
the nature of the traditionally dominant industry in each area, and the state of 
that industry’s health. This consistency makes less serious the spottiness of the 
survey. 

The tentative tone of most of the survey findings has its own significance. 
They are less a technical appraisal of the economic effects of international trade 
on local communities than a mirror of public opinion regarding policies and 
attitudes. This does not lessen their value, since opinions probably constitute 
as important a factor in shaping attitudes and policies as do facts. 


Dynamic industrial areas 


Possibly the most arresting feature of the surveys as a whole was the light 
they shed on the bold grasping for new trade horizons, particularly in dynamic 
areas of industrial expansion. Such areas are scattered across the United States 
and are too numerous to cite. Sufficient surveys were conducted in such areas to 
portray the unmistakable optimism generated by an excellent state of economic 
health and the effect this has had in creating widespread acceptance of the 
responsibilities of the United States in maintaining a stable world economy. 

The vast majority of the individuals interviewed in these areas—from heads 
of large corporations to small-business men and farmers—reflected a general 
recognition of the need for an expansion of world trade as a means of getting 
a broader base for United States trade. Perhaps half of those interviewed also 
recognized the need for a general reduction in tariffs, although there was a 
significant tendency to think present levels about right—that the status quo is 
very good indeed. Those who approved the possibility of reductions believed they 
should be of a gradual and selective sort. They agreed that industries essential 
to national defense should be protected, if need be, but were often uncertain as to 
how to decide what was essential. Only a few in these prosperous and booming 
areas believed a rise in the tariff wall would be desirable, and they were with 
few exceptions those engaged in domestic production competitive with imports. 

It was a surprising fact that in such areas even those industries most heavily 
affected by imports shared the optimism of the pace setters and acknowledged 
the overall need for expanded trade, often rejected the suggestion of Government 
subsidies for injured industries, favored the least possible interference of Govern- 
ment in industry, and spoke freely of independence from such interference as the 
chief ingredient of their business morale. 


Agricultural, mining, and lumbering areas 


> 

Of the various segments of the economy chosen for study, agriculture was 
found to be most eager to achieve an expanding trade policy, and the basic mining 
and lumber industries the least. The reasons for this appear fairly obvious in 
the case of the farmers. Wherever they were interviewed—north, south, east, 
or west—the farm group as a whole wanted the stimulation of more favorable 
trade conditions in order to dispose of their surpluses abroad. 

Farmers interviewed had opinions, and not merely preconceptions ; they were 
responsible and willing to discuss their views; they were interested and not in- 
different or apathetic; and they were informed on current policies. Naturally, 
they viewed export trade from the point of view of those to whom exports are 
vital, while many feared competition of imports they also viewed import trade 
from a consumer’s point of view. A surprising number of individual farmers 
know the proportions of our biggest crops that are exported. They viewed the 
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world market as the best answer to the gigantic surpluses of American producers 
and many felt that imports will have to provide the bulk of the dollars to pay for 
these surpluses. 

One interesting revelation was the degree to which farmers actively partici- 
pate in the opinion-making process. The educational efforts of dozens of farm 
organizations over half a century are clearly visible. Farmers interviewed re- 
ferred to policy debates in their organization meetings, to editorials in their farm 
journals, to discussions with county agents, whose educational influence cannot 
be overestimated. 

The traditionally agricultural States (facts revealed that many of these are 
rapidly shifting to mixed-economy States) are characterized by varying degrees 
of concern, just as are industrial or mixed-economy areas. Those in the Midwest 
or mountain areas, often regarded as politically isolationist, do not appear 
economically isolationist today. 

Turning to mining and lumbering, the surveyors found those engaged in ob- 
taining coal, oil, lumber, and ores for the most part unresponsive. There were, 
of course, exceptions. Coal-mining interests have a heavy stake as a result of 
the technological displacement of coal by fuel oil—much of it imported, but 
tensions between some of these basic industries tended to be their overriding 
concern. Their attitudes on the subject of world trade were mainly negative. 

Several reasons can be offered for the generally parochial attitudes of the 
mining groups, and for the difficulties the surveyors experienced in sampling 
their views. Most of them feel stiff competition. Many are long-established 
industries, looking back on their days of greatest expansion—not forward. Some, 
such as the coal industry, are declining for technological reasons or because of 
consumer preference for competing products from American or foreign markets. 


Massive contradictions 


It was all too easy for the surveyors to be struck with the massive contradic- 
tions which run like a broad band through public attitudes toward world trade. 
Almost everybody everywhere wants an expansion of our export trade, increased 
access to world markets, a broadened base for the United States economy. But in 
some areas the very individuals who are most enthusiastic for expanded exports 
as a means to world stability and the furtherance of peace perceive no contradic- 
tion in asking for a limitation of imports, through higher tariffs or quota systems, 
especially if they personally experience or fear foreign competition. Manufac- 
turers of ceramics felt there should be a limitation on imports of Japanese china; 
bicycle makers wanted British bicycles kept out by a tariff wall; manufacturers 
of watches, perfumes, fine leather goods, candies, handblown glass talked about 
the American standard of living and wanted it maintained by keeping out the 
products of cheap foreign labor. At the same time, they spoke of the desirability 
of increasing consumer purchasing power in foreign markets in order to enlarge 
the market for American products. They objected—quite widely—to foreign 
government subsidies on exports to this country, while at the same time many 
were in favor of dumping our agricultural surpluses on foreign markets, or wished 
higher tariffs (another form of subsidy) for their own protection. 

Nor were these the only contradictions. Within a single industry conflicting 
interests made for contradictory attitudes toward world trade. For example, 
woolen manufacturers wanted the tariff lowered on raw wool, but ardently 
demanded higher tariff on British woolens. The sheep raisers, on the other 
hand, wanted a higher tariff on raw wool and a lower tariff on manufactured 
goods. Perhaps most surprising of all was to hear individual textile manufac- 
turers demanding higher tariffs while individual manufacturers of textile machin- 
ery wanted a general lowering of trade barriers. It appeared in some cases that 
textile machinery producers actually profited by the decline of the textile mills. 

Contradictions are also evident in geographic areas as well as within indus- 
tries. Take two Middle Western States. Kansas, with its rapidly developing 
mixed economy, hears diverse demands from its citizens: The farmers want a 
low tariff while the independent oil producers call out for limitation of imports 
on Venezuelan oil. In neighboring Nebraska, Omaha's survey revealed that some 
of its most important manufacturers were as dependent on imports as the State’s 
farmers were on exports: sisal, for example, from India; nitrate for fertilizers 
from Chile; calfskin from Argentina for its fine leather goods; spices and cas- 
ings for its food processors. In Omaha 91 percent of those interviewed wanted 
an expansion of trade, but at the same time only 33 percent favored immediate 
tariff reductions. 
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Psychological factors 


Various psychological factors which enter into opinion formation on world 
trade are important. Perhaps the most significant of those noted was the indi- 
cation that a community’s basic foreign-trade attitudes, as reflected in the 
political decisions of their congressional delegations, are sometimes set by the 
old, rigid, and even moribund industries rather than the new and growing ones. 
This is true of some of the textile towns of Massachusetts, the coal, glass, or 
pottery towns of the Ohio Valley, the woolgrowing areas of Utah and Arizona. 
Even though newer industries of the area may be booming, the general tone of 
the declining industry colors the opinion and judgment even of those who are 
not directly hurt by the decline. In such communities concern over the ailing 
industries can be heard in the outspoken and consistent hostility to liberal trade 
policies voiced by the older economic interests. Industries on the upsurge in 
the same communities apparently lack commanding spokesmen or, for other 
reasons, are less articulate. 

Many communities and even whole States appear to have well-defined per- 
sonalities. Since personalities take time to evolve, they are usually more rep- 
resentative of an earlier time than they are of the present. The Vermont 
survey, for example, pointed out that Vermonters tend to think of themselves 
as living in a rural economy, although manufacturing has long since superseded 
farming as the State’s major source of income. The idea became fixed in the 
19th century when it was indeed a fact, and changes since have been so gradual 
that they have not altered the stereotype. Kansas is another State that terms 
itself agricultural, although it is steadily shifting to a mixed economy. As long 
as a State or a community thinks of itself as rural, or single industry, or as a 
service community, or whatever, its attitudes toward public issues will tend 
to be characteristic of the interests of that group, rather than of what in fact 
may have become its actual interests. These stereotyped attitudes are often 
reflected in congressional voting on trade policies, no less than on other issues. 

One final observation about a psychological factor and the development of 
foreign trade policies. Among manufacturers, the Wisconsin league found as 
other league surveyors had observed, that industries facing competition were 
more interested in discussing protection than were the exporting firms in stress- 
ing the importance of markets abroad even though these export markets often 
made the difference between profit and loss on the company books. This poses 
the question of why manufacturers with a real and direct stake in foreign trade 
are less aggressive in expressing their views than are those firms who feel the 
adverse effects of imports. 


A FEW SAMPLE SURVEYS 


Departing from generalizations, this section reviews a few sample surveys to 
illustrate the techniques that produced particularly sharp results. Lack of 
uniform sampling has made a nationwide statistical summary of all the trade 
surveys impossible. At the same time, the variations which prevented statistical 
summarization often developed a flavor which was more significant and stimu- 
lating than would otherwise have been true. 

If some of the studies did not measure up to standards which a more scientific 
nationwide survey would demand, others far surpassed what might be expected 
of such a project by a lay organization and exceeded in imaginative approach 


and depth of analysis what could realistically have been expected from all 
leagues. 


A State survey 


More than a dozen State leagues have completed reports on a statewide basis. 
State surveys were developed in different ways. Some were closely controlled by 
the State league that determined the sample and area to be interviewed, then 
allocated specific tasks to local leagues. Others are composite summaries of 
local, county, and congressional district surveys, designed and carried out to 
varying degrees by the local leagues involved. 

The Illinois league report has been selected for examination here as illustrative 


of the procedural problems and findings of a State survey. A wide range of 


experts was consulted for technical advice on how to choose an adequate sampling 
of businessmen and farmers to be interviewed. Throughout the State, the 
Sample design was simple; all manufacturers with more than 100 employees ; in 
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Greater Chicago, manufacturers with more than 250 employees. Thus, the 
sample included those firms which accounted for the major part of manufactur: 
ing employment. The league was successful in reaching high policymaking com- 
pany officials; in almost half the cases presidents of firms were interviewed. 
The farm sample consisted of 11,000 farms and was scientifically chosen by the 
neighboring and nationally prominent Iowa State College agricultural 
statisticians. 

A further refinement was added to the congressional district pattern by 
surveying Greater Chicago separately (with the help of Indiana leagues in this 
area) so that “local leagues should have three reports—one for their own con- 
gressional district, one for the State as a whole, and one for the Chicago area.” 

The Illinois league also sought to secure uniformity and objectivity of approach 
by using professional assistance in training its members to make the survey inter- 
views. The 85-percent return from firms is dramatic evidence of their success, 
Equally dramatic is the fact that 500 women were involved in the process. Pro- 
cedurally interesting was the ingenious method used to protect the anonymity of 
the business data received: fact sheets were mailed by the companies concerned 
but without company identification, directly to the cooperating National Opinion 
Research Center, which made a machine tabulation of the results. Only the 
opinion checklist responses were given to the league interviewers. 

The Illinois league’s published survey, entitled “The Illinois Trader,” presents 
in tabular form a summary of the opinion questionnaires for 714 companies, 
showing 85 percent of their spokesmen believing that United States interests 
can best be served by increased foreign trade, and almost the same proportion of 
those favoring an increase believing that the increase should take place in both 
imports and exports. As elsewhere, there was less agreement on ways and 
means, though protection by tariffs, quotas, or subsidies for import-threatened 
industries, especially those vital to national defense, was approved by a majority. 
About half the companies used imported items (mostly raw materials) ; almost 
two-fifths faced competition from imported products. 

From a tabulated summary of the manufacturing data collected it is possible 
to reconcile these opinions of local industrialists with existing facts concerning 
the effects of foreign trade on their operations, and also to see the proportion 
of the foreign-trade impact on Illinois industry accounted for by the firms 
interviewed. 

Three-quarters of the farmers interviewed in Illinois favored increased foreign 
trade; over 60 percent of these favored increases in both exports and imports. 
Most of them desired protection for agricultural products, however, whether it 
be tariffs, import quotas, or subsidies and felt that imports should not be allowed 
to compete with domestic farm products. The majority opposed disposal of 
surplus farm products at less than world prices. 


A congressional district survey 


The State reports of both Illinois and New Jersey were developed from con- 
gressional district surveys. The congressional district unit was preferred as 
not too big, geographically or in terms of population and economic activity, to be 
manageable. It also proved to be a useful unit for constructing basic statistics 
from published county data, and for uncovering information useful as a guide 
to the district’s congressional representative. 

As in Illinois, the survey for each congressional district in New Jersey con- 
formed to a standardized pattern. We have selected the one for the Eighth 
Congressional District, as an example, solely because import competition has 
proved such a threat in this area that a relatively high proportion of public 
opinion feels tariff or other protection to be desirable. 

In this as in other New Jersey surveys (nine have been completed to date) 
there is included a paragraph explaining the relation of the factual material 
requested to the significance of the firm in the local economy. This deserves 
quotation because of the meaningful standard of comparison it establishes: 

“Two types of tabulations were used in summarizing the replies. For ques- 
tions directly concerned with the foreign-trade problem, the number of employees 
was used. This is a more accurate index of the impact of exports and imports 
than the number of firms, since the latter range from 1 to over 6,000 employees. 
By totaling the number of employees, a quantitative measure of the effects of 
foreign trade on the manufacturing firms can be established * * * For statistics 
of a descriptive nature such as those on foreign investment, subsidiaries and 
opinion, the number of companies was used exclusively.” 

In the New Jersey surveys, professional assistance was also employed in de- 
signing the sample of firms to be interviewed. As in all other New Jersey dis- 
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tricts, only manufacturing was covered because this accounts for the major 
volume of employment. A 25-percent random sample, consisting of 241 manu- 
facturing firms, covering over 55 percent of the manufacturing employment, was 
studied ; * in addition a separate survey was made of the 10 largest firms (3 of 
which also appeared in the larger sample), accounting for 35 percent of employ- 
ment. 

The New Jersey congressional district studies used the following classification 
developed by Howard Piquet of the Legislative Reference Service, Library of 
Congress, as recommended in the League Manual and used in many other 
surveys: 

“A. Import competitive interest: Firms which consider imports to be 
competitive and which do not export their products. 

“B. Mixed interest: Firms which consider imports to be competitive and 
which also export their products. 

“C, Export interest: Firms which export and which do not consider im- 
ports to be competitive with their products. 

“D. No expressed interest: Firms which neither export nor consider im- 
ports to be competitive with their products.” 

In the 8th District 86 percent of the manufacturing workers are employed 
by firms that either export or are concerned with competitive imports or have a 
mixed interest with both. In this study, the size of the firms shows a correlation 
with the degree of importance foreign trade has for the firm; the larger the 
firm, the more likely it is to export. 

Those interviewed showed great awareness of the necessity of importing cer- 
tain raw materials, as well as some finished and semifinished products used in 
local manufacture, ranging from raw textile fibers to metals, laces to machinery. 

‘The opinions of the interviewed were cross-classified with the interest their 
firms had in foreign trade, as indicated by the four-way classification cited above. 
It was not surprising that the import competitive interest group (see definition 
above) shows the highest percentage in favor of higher tariffs; the textile and 
apparel groups in particular feel a need for protection. 

Of the 10 big firms covered all but 1 had a mixed interest; the 10th had an 
import competitive interest. Here, too, the 2 textile firms with higher tariffs, 
the remaining 8 either want lower tariffs, or no change, or express no opinion. 

The New Jersey survey also explored the alternatives to protection, asking 
“If foreign competition should increase to a point where it seriously threatened 
your business, could your plant equipment be utilized for production of other 
products?” If the answer was “Yes,” the manufacturer was asked, “Could you 
also continue to use the bulk of your labor force?” Of the firms unfavorably 
affected by foreign trade, 35 percent with 16 percent of the employment would 
use their equipment for other production; of those unhurt by imports, 55 percent 
with 64 percent of the employment believed they could use their equipment ; most 
of these thought they could also use their labor force. The Eighth District survey 
continues with some provocative discussion of the varying abilities of different 
industries in the area to make this kind of adjustment, in itself an indication 
of the stimulating effect the making of the survey had on the thinking of league 
members and perhaps on those interviewed. 

This survey also sought attitudes about Government assistance for conversion 
though there was obvious misunderstanding of the question by some of the manu- 
facturers. Of those who answered the question, about 20 percent each would 
like tax relief, a conversion loan, or help in diversification (there is overlapping 
in these percentages because many had several choices) ; 23 percent wanted no 
help. Retraining was generally advocated for assistance to labor, with almost 
20 percent feeling that broader unemployment compensation should be given. 
Only 16 percent thought their employees would need no help. 


A metropolitan area survey 


Another group of surveys, those of highly industrialized metropolitan areas, 
deserves comment. Of the 20 largest cities in the United States, 16 are covered 
by league surveys. The St. Louis survey is selected as a sample, both because 
of its geographic location and its competence. It covers the metropolitan area 
consisting of the city of St. Louis, St. Louis and St. Charles Counties in Mis- 
souri, and St. Clair and Madison Counties in Illinois. “This geographic area 
was chosen, rather than congressional districts or States, because it is an eco- 


*This sample was recommended by the Cooperating American Institute of Public Opinion 
at Princeton as more than sufficient to secure results that would be the same if 100 percent 
of the New Jersey manufacturing firms were reached. 
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nomic unit, which cannot be divided, and on which some statistics are available 
for use in evaluating the survey.” An important experiment in the St. Louis 
project was a post-card survey of 2,500 registered voters in the area, for the 
testing of individual citizen opinion to compare with that of the business com- 
munity. (Such a device was used by a number of leagues—Salt Lake City, for 
instance.) Limited effort was also made to cover agriculture and mining, to 
indicate their relative importance in the area’s economy, as well as to indicate 
the importance to the area’s total economy of St. Louis as a port city and trans- 
portation center. The contribution of tourism was also appraised; few other 
surveys covered this factor with its relationship to international trade. 

In developing the St. Louis sample of manufacturing firms, a preliminary 
factual questionnaire was sent to all area manufacturing firms, on chamber of 
commerce stationary, a generous cooperative device that helped assure the favor- 
able public response. More than a quarter of the firms responded, a greater 
percentage of answers coming from firms interested in foreign trade than from 
purely domestic businesses. (The percentage of response varied in surveys— 
some getting only negligible cooperation, others, like Dallas, Tex., obtained a 
75 percent or better response.) 

On the post-card survey, returns averaged 16 percent of the 2,500 voters polled. 
These cards were designed to indicate: (1) Public awareness of everyday con- 
sumption of imported products in some form, and (2) the degree of public accept- 
ance of currently popular slogans concerning foreign trade. While only 61 per- 
cent of the respondents are aware of using imported products, 78 percent believe 
imported raw materials are needed for the national defense, and approximately 
the same percent think United States trade contributes to world peace and 
hinders further expansion of communism abroad. The low percentage of “no 
opinion” answers and the prevailing belief in a significant link between foreign 
trade and foreign policy are significant. 

Representatives of manufacturing firms consulted who indicated a direct 
interest in foreign trade were also asked to indicate their ideas on Government 
trade policy. Over half believed that tariffs and quotas should be used to protect 
defense industries; half supported gradual reduction of tariffs. Some of the 
miscellaneous comments by manufacturers showed that great thought had been 
given to the general problems of foreign trade, as well as to the immediate prob- 
lems posed for the individual manufacturer. The St. Louis leagues included 
many of these comments in the valuable industry-by-industry summary which 
concludes their report. 


County surveys 


A great many of the league surveys were done on a county basis. In some of 
these more than one local league participated; in others, the league from the 
largest community performed this service for the entire county. An almost 
random selection of the more informative surveys—Pima County, Ariz.; Sebas- 
tian County, Ark.; Harris County, Tex.; Franklin County, Ohio; Erie County, 
N. Y.; Washtenaw County, Mich.—shows that in spite of wide divergence in 
economie activity, described in considerable detail, there was general awareness 
of the importance of foreign trade to the economic life of the community, a 
predominance of opinion favoring protection of jeopardized defense industry but 
otherwise favoring gradual reduction of tariffs. Greater differences in attitude 
existed on methods of such adjustment. 

The techniques used in the county studies do not vary in essence from those 
already discussed; the county studies do, however, indicate a close correlation 
between the amount of technical advice secured from local universities and 
research institutions and the quality of the survey—evidence of the many tech- 
nical questions which arose in connection with the whole project. 


City and town surveys 


In addition to the technical aspects of many of the purely local surveys, which 
command attention because of their handling, one other encouraging aspect of 
many of these surveys was the development of favorable public relations and 
publicity. The remarkable cooperation of those interviewed has been mentioned 
at several points in this report; securing this cooperation was of significant 
educational value to the league interviewers and often admittedly to the man 
interviewed. But getting the project and its results before the general public 
was of importance, too. A glance at several of the local surveys shows the great 
ingenuity used by the local leagues in presenting the material, as well as a 
receptive attitude by the press. 
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In Wichita, for example, there was a luncheon with the chamber of commerce, 
store window displays, posters on world trade, library and school displays. 
Newspaper coverage, including photographs of league members with community 
leaders, as well as a lead editorial in the Wichita Eagle, placed the importance 
of trade, in easily understandable terms, squarely before the community. In 
Thomasville, Ga., where the high school cooperated in making the local survey, 
a map was devised from trade facts discovered. This map of “‘Thomasville— 
world trade center” was reproduced in the local press and put on display, first 
in one and then in another local bank, then in the public library before being 
moved to its permanent home in the chamber of commerce office. 

We should like to be able to characterize each of the league surveys for its 
contribution to local understanding of vital foreign trade problems and for its 
contribution to national understanding of local problems caused by foreign trade. 
Those who have had the privilege of studying the detailed surveys can see clearly 
that the educational aim of the project has been definitely realized. Civic aware- 
ness and constructive thinking on the subject of foreign trade must be country- 
wide, and league members may share the satisfaction in having increased such 
awareness and promoted such thinking. The extent to which this was done in 
various regions of the country and by what leagues is indicated, though only in 
an impressionistic manner, in the following sections. 


A BIRD’S-EYE VIEW BY REGIONS 


New England States 


The sturdy spirit of the Yankee trader was evident in the five New England 
States where more than 1,000 manufacturers contributed their views to the league 
effort. The textile industry was as elsewhere the most worried. The over- 
whelming majority of other producers interviewed, however, favored expansion 
of trade and a majority approved of liberal or moderately liberal trade policies. 

Reasons for these opinions varied. Furniture manufacturers in New Hamp- 
shire, the leagues reported, felt that United States trade should be expanded 
“on a basis of competitive value without benefit of tariff protection.” Several 
manufacturers echoed the statement that “competition is healthy”—a sentiment 
heard throughout New England. In Vermont, answers to questions were described 
as “cautious, independent, and humanitarian” brushed by a burning preoccupa- 
tion with defense needs. 

In all the New England States, Canada was regarded as a sister State with 
tourist traffic a mutually profitable bond. Vermont lumbermen and manufac- 
turers of wood products mentioned Canadian competition but generally con- 
sidered it as an amiable contest in which they felt they could take care of 
themselves. 

Green Mountain State manufacturers and farmers said explicitly that efficiency 
rather than protection is the solution to the problem of competition. Although 
nearly half of the manufacturers interviewed said their business has been hurt 
in some degree by foreign imports, they still adhered to the principle of building 
a better mousetrap to attract profits. 

Massachusetts, Connecticut, and Rhode Island manufacturers also expressed 
the desire for an expansion of trade even though the textile and yarn manufac- 
turers in these areas said that they are feeling a serious pinch from the com- 
petition of foreign imports. Even in minority opinions there is a deep thought- 
fulness, as is indicated in the Cambridge, Mass., study. There the leagues noted 
that manufacturers feel “there are many problems for which there are no satis- 
factory solutions” but also quoted them as feeling that “as a whole we have more 
to gain than to lose from expanding our foreign trade.” 

Rhode Island, which tended to be more conservative than other States in the 
group, said that foreign trade “is of considerable importance” to its economy. 
The textile and rubber industries there made up the bulk of the 37 percent of 
manufacturers responding who said that. imports had affected their business 
adversely. Asked about the effects of a more liberal trade policy, 35 percent 
responded that it would hurt their business while 48 percent felt it would have 
no effect and 17 percent favored freer trade. 

An outstanding example of Yankee tenacity is the town of New Bedford, Mass., 
surveyed cooperatively by four New England leagues. New Bedford, once a top 
whaling port, was forced to adjust itself to change in the middle of the last 
century. Rather than decay gracefully, it adapted itself to the textile business. 
With the decline of cotton manufacturing, the town decided to adjust itself 
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again. League surveyors now characterize it as “a city of diversified industry 
and with a hope for the future.” 


The Middle Atlantic States 


In the Middle Atlantic States, New York, New Jersey, and Pennsylvania rolled 
up a total of almost 2,800 interviews and covered 70 congressional districts. 
Conscientious, brass tacks work on these predominantly industrial States showed 
that not only the prosperity and welfare of the workers but their very economic 
survival are completely and inextricably bound up with foreign trade. 

The Port of New York Authority, for example, estimates that 1 of every 10 
persons in the city’s 5 boroughs derives his livelihood from port activity and its 
economic byproducts. Yet it seems that the average resident of Greater New 
York does not see the port for the skyscrapers, and the league there reports that 
“the average New Yorker does not realize the extent to which he is affected by 
international trade.” 

In upstate New York, however, manufacturers and farmers were not only 
aware of the impact of foreign trade but the great majority believed that trade 
should be expanded and that United States trade policy should be liberalized. 
The 674 manufacturers upstate, with a combined payroll of 253,250 workers, re- 
ported that they were “unconcerned” with foreign competition and its effects 
on their business. Only 69 said they were adversely affected by such competi- 
tion and most of these reported that they were not seriously worried in this 
respect. In upstate New York, as in the New England States, Canada was re- 
garded as a good neighbor and not as a competitor. 

A particularly interesting case in New York was that of Yonkers, the fifth 
ae city in the State and located directly north of Manhattan in Westchester 

ounty. 

The Yonkers League discovered that, over a period of 2 years, 41 out of 191 
manufacturing firms had gone out of business or moved away. These 41 
organizations once represented 25 percent of the city’s total working force. They, 
like the majority of the distressed industries in New England and in Southern 
States, were primarily engaged in the manufacture of textiles or apparel. Their 
difficulties were blamed primarily on foreign competition. 

Of the 41, however, 19 of the firms leaving Yonkers gave the explanation that 
their difficulties were due to “technological advancement, cost of production, wage 
differentials, taxation, transportation, market conditions, or marginal industries.” 
These reasons, league surveyors report, may also be clues to some of the dif- 
ficulties experienced by the remaining firms. 

Most interesting is that of 62 of the manufacturing firms still located in 
Yonkers, not a single one favored a contraction of trade. Many of these were 
engaged in the same fields as the 41 companies which had failed or moved away 
but all felt that expansion of trade was desirable. Some of these manufacturers 
told league volunteers that they felt they were being liquidated by foreign com- 
petition but none felt that protection was the answer to their problem. 

New Jersey manufacturers seemed more confident of the future than those of 
New York, but less so than those of Pennsylvania. Like both, however, they 
favored expansion of foreign trade although many of them were having to adjust 
to foreign competition. Still, one manufacturer of component parts for com- 
munications equipment held that “everything should be made here for Americans.” 
He favored higher tariffs. On the other hand, a manufacturer of hatters’ fur 
commented that “if we export we must import so they can pay. They will go to 
other countries instead otherwise, and we will lose out. We pay too many taxes 
to give away money. Help them make money themselves by lowering tariffs.” 

Pennsylvania, also a predominantly industrial State, submitted a statewide 
opinion sampling based on 597 interviews with manufacturing firms in 12 
counties. These firms employ a combined total of 305,405 people. The picture 
in Pennsylvania was optimistic and forwardlooking. League members sum- 
marized their findings in this sentence: “There was a clear indication that a 
majority of industrial firms of all sizes in the 12 counties surveyed do not fear 
competition from imports. There was also a clear realization that exports must 
be paid for by imports on the national balance sheet.” 

Trade expansion was considered desirable by 87 percent of the 597 manufac- 
turers. Nevertheless, about half of the manufacturers confessed that they did not 
know what the current United States trade policy is. The other half said they 
believed it was aimed at expanding trade and, if, so, they approved of it. 

Barriers to foreign trade were listed by the Pennsylvania manufacturers as too- 
high tariffs, complications of customs procedures, high transportation costs, high 
labor costs, high taxes, international tensions, exchange restrictions, dollar short- 
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ages, consumer resistance to foreign products and lack of know-how as well as 
financial means on the part of small business to reach foreign markets effectively. 


The Southern States 


In the border State of Maryland surveyors concentrated on areas surrounding 
the port of Baltimore. They found “the farmers’ majority opinions were the 
same as those of the manufacturers, establishing as fact that in this region there 
seems to be no general fear of import competition.” Their findings indicated 
also that “there is a desire for the expansion of foreign trade through a gradual 
lowering of tariffs provided that industries and resources vital to our national 
defense are protected.” 

Results of studies made in other Southern States reflected an intense fear of 
import competition on the part of the textile industry. This conditioned the 
entire attitude toward trade and tariffs from North Carolina to Florida. At the 
same time the southern manufacturers, like those in the New England and middle 
Atlantic blocs, put themselves on record as favoring expansion of world trade. 
The comments of individual manufacturers indicated that they had given a 
great deal of thought to the practical national issues involved as opposed, in a 
great number of cases, to their own self-interest. 

In Aiken County, 8. C., for example, one manufacturer commented that “our 
firm is affected by cheap Japanese imports, but if the Japanese are not helped 
we may be a lot worse off.” Another manufacturer there told the interviewer 
that “I am an isolationist. However, the United States should try to expand 
trade because we will be forced to do so anyway for political reasons. Other 
nations will have to earn our dollars and trade with us or they will trade with 
Communist countries.” 

A maker of textile machinery in the same area said that his business had not 
been hurt although he competes with English, German, Italian, and Spanish 
products. He approved of Government loans to suffering businesses, but opposed 
“subsidies to keep an uneconomic business in operation.” He reasoned that the 
advent of the automobile must have proved a blow to the horse-coliar business. 
On the other hand, he pointed out, there would be an awful lot of surplus horse 
collars in the United States if the Government had stepped in to subsidize the 
industry. 

In spite of such opinions, and many more which indicate that some southern 
manufacturers are trying to balance larger considerations against their own 
self-interest, the prevalent attitude among manufacturers was still one of uneasi- 
ness and distrust about imports. 

This attitude was less noticeable in the port city of Savannah where shipping 
and trade are such vital factors in its economic health. There, however, the 
league found reluctance on the part of many to give out figures—even more so 
to expressing opinions. Manufacturers who did reply to questionnaires were in 
favor of expanding international trade. A slight majority of them favored 
lowering tariffs gradually. They reported that there is little competition from 
imports in the area. 

Five industrialists in Savannah said that their products were being undersold 
by Japanese imports; of these, the majority pointed out that the Japanese econ- 
omy must be strengthened if the nation is to remain an ally of the United States. 

The outstanding major feature of the agricultural studies in each of the 
southern communities was that the farmers, along with the county agents and 
representatives of farm organizations, favored an expanding trade policy. They 
felt that export markets should be developed for their crops and suggested that 
farm organizations could concern themselves with this project. 

Contrasts between the respective viewpoints of industrialists and farmers 
were sometimes quite startling. In Durham County, N. C., for example, the 
league found “a great interest in the question of protective tariffs” among indus- 
trialists, spearheaded by textile manufacturers. Their findings among the 
agricultural population were quite different. The league reported that “the 
farmers believed that cotton imports should be allowed to compete and that tariffs 
should be imposed only to prevent undue hardship to domestic growers and to 
allow affected industries time to adjust * * * the opinion among those inter- 
viewed is that tariffs should be kept low; that trade is a two-way street; and 
that foreign countries must be able to earn in order to buy.” 

In Clarke County, Ga., the league reported: “The farmers, who need to export 
their agricultural surpluses, were more generally for lowering tariffs; the man- 
ufacturers, who fear foreign competition against their goods, were more generally 
against. But the division in this respect was not quite so clear cut as it used to 
be. Many farmers realized that agricultural subsidies were the counterpart of 
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protective tariffs to industry. Many manufacturers realized that protective 
tariffs were actually subsidies to manufacturers. They thus had some under- 
standing of one another’s problems.” 

Perhaps the relationship between the development of this understanding and 
the effort made by the league may best be explained by the comment of the 
leagues participating in the Cobb County, Ga., study. They observed that “re- 
sponse was fine and the men in industry seemed pleased with our interest. * * * 
We have not stressed a lot of detailed information so much as we have tried to 
stimulate interest and get the people conscious of foreign trade and its influence 
on us as citizens.” 

Though Florida’s tourist business leads all its others, league surveys on both 
Atlantic and gulf coasts reveal other sturdy enterprises including light indus- 
try, agriculture, and transportation services. Three local leagues in the First 
Congressional District interview 122 producers. On the southeast coast 5 leagues 
combined to survey the importance of foreign trade to Dade County with 93 
interviews covering manufacturing, agriculture, and transport industries. In 
both parts of the State those interviewed clearly favored the expansion of world 
trade; how to bring this about was, as elsewhere, less decisive. But in both 
areas the majority agreed on four policies—the protection of vital defense in- 
dustries from competitive imports, the sale of surplus produce abroad by keeping 
tariffs low enough to permit foreign nations to earn dollars for their purchase, 
Government stockpiling of raw materials needed for defense, and the gradual 
reduction of all tariffs, allowing industries affected time to make necessary 
adjustments. Six agriculturists interviewed by the Tampa league wanted to 
limit competitive imports, but differed on how to do so. 

In Kentucky, league interviewers found a wide range of attitudes from that 
in Bowling Green, where the reception of the interviewers was not on the whole 
enthusiastic, to that in Louisville, where 140 manufacturers showed a deep in- 
terest in foreign trade. Louisville industiralists reported that their products 
were shipped to every area of the world, with Canada as their single largest 
customer in 1954. The products, they said, included almost every kind of basic 
goods. More than 50 different countries ship imports into Louisville, but small 
firmst said more often than large ones that they felt the results of the competi- 
tion. 

On the whole, the manufacturers broke down obstacles to export trade into 
five parts: The lack of dollar credits by other countries ; the competition in for- 
eign markets, a lack of knowledge of foreign trade requirements, excessive red- 
tape in customs procedures and high foreign tariffs. 

The Louisville league concluded: 

“Most firms encourage and accelerate their foreign-trade activities to the de- 
gree they find profitable. Where the profit is insignificant, they tend to be dis- 
couraged easily by obstacles encountered, but where there is a possibility of con- 
tinuing good profits they will carry on in spite of obstacles and perhaps find ways 
to eliminate some of them. 

“Experienced foreign traders seem to be optimistic about the future and be- 
lieve they can meet competition in world markets if given a fair chance.” 

Farmers in Kentucky were primarily interested in finding a way to insure the 
export of agricultural commodities. 

One such farmer, asked his opinion on possible methods for accomplishing this 
purpose, may have summed up the less fervent remarks of the rest. “Congress 
doesn’t know,” he commented, “and I guess I don’t either.” 


The South Central States 


In Louisiana, Arkansas, Texas, and Oklahoma, the league found confidence, 
optimism, and unfortunately, a general lack of concrete information on foreign 
trade and trade policies. New Orleans, the Nation’s second largest port city, de- 
vised separate questionnaires for manufacturing, mining, and port services. 

In manufacturing, the concensus was that tariffs should be kept low so that 
foreign countries can earn dollars; that defense industries should be protected 
by tariffs and quotas or by stockpiling which was deemed preferable; that quotas 
or tariffs should be used to stop imports competitive with price supported prod- 
ucts; that Government should in general keep “hands off” with no special pro- 
tection; that tariffs should gradually be reduced ; that workers hurt by competi- 
tive imports should not be compensated. In general, small companies were more 
favorable to protection than large, and those injured by imports favored more 
protection that those who felt no import competition. 
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While the mining sample was small, there was agreement that tariffs should 
be low, that vital defense industry should be protected, and that imports of 
products competing with price supported commodities should be stopped. 

In the firms providing port services, there was an overwhelming concensus 
that tariffs should be kept low and gradually reduced, that raw materials for 
defense should be stockpiled “to keep domestic production at high levels instead 
of raising tariffs, or using quotas,” that tariffs should not be raised every time 
a domestic industry proved injury. Their opinions on the other questions also 
paralleled those of manufacturers, though there was less agreement than on 
the conclusions cited. New Orleans also polled its trade associations, whose 
ideas were in general agreement with the port services. 

Layafette Parish, La., is essentially an agricultural community with cotton, 
rice, sugarcane, and sweetpotatos the chief crops. Bighteen of the 20 farmers 
interviewed there felt it essential to maintain or increase exports. At the same 
time sugarcane, the only agricultural product of the parish competing with im- 
ports, was reported to have suffered financial damage estimated at over a million 
dollars in 1952 as a result of foreign competition. This sum represents 10 percent 
of the total agricultural income of the area but was weighed in the study against 
the fact that 24 percent of the farm income was derived from the export of 
cotton and rice. 

Farm leaders were reported greatly concerned about both foreign and domestic 
policies affecting them. They were particularly worried about surpluses, they 
know they need export markets to dispose of them, they approve of low tariffs 
but are afraid of them. They wish they did not have to have Government help 
or limitations on production, “but seem to accept it as the least of all evils * * * 
They would welcome any solution that would absorb their products without un- 
duly lowering their prices.” Several remarked, “It’s too involved for the ex- 
perts to solve. How can I? I wish someone would tell me how.” 

Lafayette also sampled its growing petroleum industry by interviewing the 
managers of the 4 leading national petroleum companies and the 1 leading 
independent one. All petroleum officials reported little concern with exports; 
while they were not now concerned with imports, they had fears about the 
future and uniformly shared the view that imports should have some restric- 
tions. 

Lake Charles, in contrast to Lafayette, is dominantly an oil center. Agricul- 
ture is of secondary importance with rice and cattle being the main products. 
Proportionately rice is its biggest export item; 68 percent of all rice produced 
in the area is exported. There was no indication of adverse effects of compet- 
ing imports, “but rather a feeling that imports are making competitive goods 
meet as good or higher standards at comparable prices.” The survey sum- 
marized local consensus as “one of maintaining and/or increasing the level of 
both importing and exporting in the field of foreign trade.” 

In Arkansas, farmers seemed more concerned about the trade question 
than other segments of the population. In Pine Bluff, for example, only 6 of 
22 manufacturers were aware of foreign competition, and only 1 of these reported 
any ill effects to his business. Half of the manufacturers wanted an expansion 
of trade “for our own sakes,” almost half had no opinion and one said he thought 
“we should let nature take its course.” None considered contraction of trade 
as a realistic element in his thinking. 

Among the farmers, the league study said that “everyone replying stressed 
the importance of expanding our foreign trade as a solution for keeping agri- 
cultural surpluses at a minimum.” 

A Pint Bluff farmer commented that “To sell abroad we must buy abroad. 
The old saw about cheap foreign labor is poppycock. It’s not the hourly rate 
but the cost per unit that counts. Where's the great productive capacity of this 
country if not reflected in lower costs per unit? Also, people who complain 
about farm ‘subsidies’ should recall that the oldest subsidy of all and the one 
that has cost consumers the most is the ‘protective’ tariff.” 

A Pine Bluff manufacturer disagreed. He held that “foreign products are in 
competition with Government buying; tax money should be spent in the United 
States.” 

In Sebastian County, Ark., the league found that local manufacturers “must 
import as well as export because although many industries are adversely affected 
by foreign competition, many others need foreign imports for the production of 
their goods and export their products to foreign markets.” 
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All 52 producers interviewed here wanted expanded trade for the United 
States but many wanted tariff protection at the same time. 

The reasons for this were obvious. For example, one garment firm exports 
to Puerto Rico and Hawaii. One company, on the other hand, reports that it 
has stopped making infants’ wear because Filipino manufacturers can sell 
garments in the United States for less than it costs him to cut out the patterns. 
Shirts and blouses from Japan were also listed as heavy competition. 

Westward, in Tulsa, Okla., where the number of manufacturing establish- 
ments has doubled since the 1947 census was taken, 53 of the 124 firms ap- 
proached responded to the league questionnaire. Almost half of these had no 
opinion on trade and tariffs; only two said they felt the effect of foreign 
competition. These two, understandably, were the only ones in the group 
which favored contraction of trade. They said high tariffs would offset the 
lower cost of imported goods and blamed cheaper foreign labor for their 
troubles. 

In neighboring Texas, the response was labeled “excellent” in Dallas County 
where 75 percent of 200 businessmen answered the questions of league inter- 
viewers. Of these, 99 percent said they believed liberal trade policies are an 
important instrument of world peace, while 96 percent felt that tariffs should 
be kept as low as possible. _One of these businessmen commented that “We 
cannot see why trade between nations cannot be as beneficial as trade between 
States.” The Dallas study discussed at length the tug-of-war between in- 
dependent und major oil producers with the former recommending high 
tariffs to offset what they believe is an oversupply of domestic oil and the 
latter advocating low tariff to offset a possible future shortage. The Dallas 
league also noted that the clothing business, formerly a profitable export busi- 
ness, has declined because of high tariffs in neighboring countries. Dallas cotton 
merchants, it said, favor low tariffs, “for they know they canont sell cotton 
abroad without buying foreign products to even the exchange.” There are 97 
firms buying and selling in the spot cotton market of Dallas, making it second 
only to Memphis in size. 

Some 25 competitive imports are listed in the Dallas area, with 20 of them 
labeled as “important” competition, but businessmen in the county seemed un- 
worried by this fact. One remarked that “import competition is basically no 
different from domestic competition, technological obsolescence, consumer 
fickleness, or any of a hundred other problems that plague industries and which 
competent management knows how to overcome. There is no reason why in- 
dustry should receive more tender care for wounds inflicted by foreign devils 
than those received from strictly homegrown sources.” 

In Harris County, the Houston league had 103 returns from 300 question- 
naires sent to businessmen, the majority of manufacturers in the county, both 
export and import. Of those responding, 64 percent wanted an expansion of 
trade and a gradual lowering of tariffs. Some 19 percent of the manufacturers 
felt that imports affect their business adversely. Agricultural firms here, as 
elsewhere, believe it important to maintain their export markets; petroleum 
interests said they thought tariffs should be raised when industries are threat- 
ened. Transportation interests in this important port area were unanimous in 
favoring trade expansion and a gradual reduction of tariffs. 

One Houston businessman told the interviewer that “unemployment resulting 
from technology—new discoveries and methods used by domestic competition— 
may cause temporary unemployment, which is unjustly blamed on foreign com- 
petition.” The league adds that no one covered in the study reported any fear 
of local unemployment caused by foreign competition. With respect to petroleum, 
the Houston league said that “our survey confirms the conflicting attitude re- 
garding petroleum imports. Companies operating foreign fields maintain it is 
to our advantage to import crude oil to conserve domestic reserves for time 
of emergency. They also point to the dollar exchange which imports furnish to 
seller countries and which enter the stream of world commerce. Firms which 
are solely domestic producers oppose imports on the ground that they have 
forced cutbacks in domestic production, depriving owners and Government 
of revenue, and that dependence on foreign sources can be disastrous in 
time of war. The deciding factor should be the national interest, but the diffi- 
culties inherent in determining that factor do not forecast an early solution 
pleasing to all concerned.” 

In Odessa, Tex., interestingly, oilmen were evenly divided on the question of 
whether United States oil reserves are adequate for future demands on them 
with 38 percent of those interviewed replying in the affirmative, 38 percent in 
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the negative. The remaining 16 percent gave a qualified affirmative answer 
conditional on possible war and “future developments.” 


The Great Lakes area 


Some 2,385 interviews in the Great Lakes group carried a strong sense of 
vigor, optimism, and confidence everywhere but in the border State of West 
Virginia. There the league found a puzzled State in the process of adjustment 
to an unforeseeable future. The major industries in West Virginia, the coal 
mining and glass industries, are experiencing reverses from a combination of 
blows which have embittered them against foreign trade and its implications. 
Monongalia County, where the coal industry accounts for 25 percent of the total 
employment, reported that residual oil imports are blamed for the economic 
decline there. Still, the mining interests interviewed showed more specific anger 
against on Ohio State tax on shipments through that State than against any 
other one factor. The league noted that there are coal exports from West Vir- 
ginia to Canada “but that is not considered export.” It added that the problem 
in Monongalia County is related “not only to imports but to a growing preference 
among consumers for oil and gas as well as technological advances in coal 
mining.” 

Morgantown, W. Va., probably has more hand-blown glassware plants than 
any other city in the United States. Most or all of these firms have been hard 
hit by competition from a number of foreign countries. The glassware industry 
in Morgantown ranks fifth among the area industries with a total of 842 em- 
ployees. The impact of the economic difficulty here seems to be viewed dis- 
proportionately to the economic importance of the industry. 

In the other States in the area there was an almost unanimous belief among 
those expressing opinions that world trade should be expanded and United States 
trade policies liberalized, although league volunteers simultaneously found a 
good deal of indifference. The latter may have stemmed partly from a wide- 
spread independence of attitude manifested in the region and partly to the 
fact that so very few of the manufacturers and farmers there felt any threat 
from foreign imports. Exceptions to this, of course, were the motorcycle and 
bicycle manufacturers who are suffering badly in a struggle with Eureopean 
manufacturers. The amount of interest expressed varied, nevertheless, within 
States. In Grant County, Ind., almost 25 percent of those interviewed included 
personal comments on their questionnaires. In Marion County, the league found 
a degree of indifference and a lack of information. In one Indiana city, where 
all but one of the manufacturers favored expansion of trade, the exception 
came up with probably the most vigorous remark quoted in all the surveys. He 
said flatly that he believed in a contraction of trade “and we should let all the 
other countries go to hell.” 

In Ohio, as in Michigan and Wisconsin, there was complete economic self- 
confidence on the part of those interviewed as well as impatience for the com- 
pletion of the St. Lawrence seaway. In Milwaukee it was estimated that com- 
pletion of the seaway would increase the worth of oceangoing cargo from nearly 
$20 million annually to more than $500 million a year; in Cleveland it was felt 
that the project would bring an additional billion dollars a year to the city in 
terms of shipping if tariff levels permit. 

In Butler County, Ohio, more than half the farmers interviewed said their 
organizations had discussed foreign trade. Several of the others volunteered 
the information that the league survey had inspired similar discussions in dif- 
ferent groups. In Youngstown there was a general lack of information about 
fcreign trade; the farmers there blamed the middleman for their difficulties. 
The Canton league observed that “we meet our problems without asking much 
help from the Government or anyone else * * * the overall economy is much 
like the terrain—gently rolling, well watered.” 

The Ohio league, in summing up its State findings, wrote: 

“There is an overall atmosphere of cautious assent to the expansion of inter- 
national trade and the easing of barriers. Most interviewers found that aware- 
ness of industrial producers of their dependence upon imports is obscured by 
the specialization and interdependence of industry * * *. 

“On the other hand, the agricultural respondents displayed a surprising degree 
of thoughtful assent to extending foreign trade. 

“It appeared, too, that there is a growing tendency among industrialists to 
look beyond the immediate problems of their own industry to national welfare 
and international problems as a part of the whole economic picture. This has 
been difficult to assess and is an impression only.” 
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Wisconsin is home base for the type of firms most often reporting difficulties 
resulting from foreign competition. These include cheesemakers, ceramics 
factories, and manufacturers of textiles, watches, and motorcycles. Still, the 
majority of the manufacturers interviewed wanted lowered tariffs. A high 
percentage of the rest had no opinion on tariffs; interestingly, domestic com- 
petition was mentioned more often in comments than the foreign variety. Fre- 
quently mentioned were such economic factors as high prices, high taxes, poor 
management and high labor costs. With respect to competitive foreign imports 
a typical quote was that “if your price is not competitive for the comparable 
quality you have no one to blame but yourself. You’ve got to use sales effort 
but you’ve also got to look around and lower costs. We have higher labor costs 
here but we also have greater mechanization.” 

One man in the Second Congressional District of Wisconsin who is “faced with 
the keenest rivalry from cheap oriental imports” said he thought that “the mili- 
tary aspect is dominant but there is also the moral aspect. There is always a 
reluctance to be the guy who accepts the other guy in good faith.” He wanted 
tariffs lowered. Another man in the same area remarked frankly that “I am 
not sure whether it is good or bad to have cheap imports. Two standpoints are 
involved; which is best for the greatest number and the purely selfish view- 
point. I have both viewpoints at the same time.” 

Most agricultural products in the area studied, it was found, were consumed 
domestically. The Milwaukee County agent said that “the average farmer in 
Milwaukee County feels little direct impact from foreign trade upon his opera- 
tions.” 

Leagues participating in the Wisconsin project warned in presenting their 
findings that “too many other economic forces are at work in a dynamic economy 
to allow characterization of a community as proof positive of the benefits of 
freer trade or as an infallible example of the advantages of protection.” 

In Michigan, where it is estimated that 1 of every 7 citizens owes his liveli- 
hood directly to foreign trade, the league found a general industrial recognition 
of this dependence. There was little competition from foreign imports in the 
State except in the sugar beet and chemical industries. These two were the 
only groups which said they wanted higher tariffs. 

The league’s study reflected prosperity in Michigan with the expectation of 
even better things to come through completion of the St. Lawrence seaway; a 
blend of current satisfaction and confidence in the future. Where indifference 
was encountered, it seemed to be the cheerful indifference to worry born of an 
expansive, all’s-right-with-the-world contentment. 

The Illinois study, discussed fully in another section, jibed with the results 
of the Michigan, Wisconsin, and Ohio surveys. It will be remembered that 
the majority of Illinoisans interview endorsed expansion of trade and lower 
tariffs and it, like the other three States, found its economic health good. 


North Central States 


In Missouri, Kansas, North Dakota, and Nebraska the leagues distilled from 
over 1,000 interviews a general unconcern about competition from foreign imports. 
There was almost unanimous support for expansion of trade and a gradual low- 
ering of tariffs but replies to questionnaires also indicated a lack of interest and 
information about current trade policies. In Missouri the metropolitan areas 
of St. Louis and Kansas City were surveyed. The former has been reviewed 
earlier in this report and, as indicated, covered most of the local industry con- 
cerned with foreign trade. 

In Kansas City, 49 of the 73 manufacturers interviewed had no comment on 
tariff policies whatever. Of the 24 who did comment, 9 wanted lowered tariffs, 
9 wanted free trade, and 6 felt that tariffs should be raised. Seven in the group 
said they were experiencing foreign competition. 

“Without a question of doubt, the survey conducted in St. Louis and Kansas 
City has for the first time focused the attention of many important businessmen 
upon this important unsolved problem.” 
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In Salina, Kans., the league found that flour manufacturers expressed “a 
general sympathy for liberal trade and against prohibitive tariffs and price 
supports” and believe they “can compete successfully on the world market and 
contribute to the material wealth of Salina.” In Atchison and Enterprise, Kans., 
there was the felling that the manufacturers could take care of themselves and 
little interest was shown in Government action on trade policies. In Ottawa, 
however, “an intense interest” was reported in international trade. Three of 
the four farm organizations in that city responded to the questionnaire and said 
they were affected both directly and indirectly by trade issues, particularly as 
they influenced the wheat and wool markets. Two of the organizations felt that 
foreign competition should be permited ; one felt that it should be entirely elimi- 
nated. Three of seven industrial firms in Ottawa told the league that foreign 
competition hurt their business but all agreed tariffs should be reduced gradually. 

The economic outlook of the newly industrialized city of Wichita in the heart 
of a traditionally agricultural State is dominated by world trade. The major 
Wichita industries—aircraft, drilling equipment, air conditioners, and chemi- 
cals—do a large export business and have little to fear from imports. As might 
be expected from its natural interest in an expanding export trade, there was 
completely affirmative support of expanded trade. 

In Omaha those interviewed expressed 91 percent approval of expansion of 
trade. Nine percent had no opinion. One manufacturer commented that “we 
can’t be like the little boy who won everybody else’s marbles—he had to give some 
back in order to have someone to play with.” Of the State generally it was said 
that “the pattern of the economy of Nebraksa is such that the maintenance of a 
sound, thriving international commerce by the United States contributes to its 
prosperity to an unusually important degree.” In North Dakota the Fargo league 
found that there was no competition from foreign imports. There was trade 
with Canada but again this was described as “more or less local.” One of the 
men told his interviewer that “I don’t know the answer to this problem but I 
wish someone would figure out one. Maybe the League of Women Voters can.” 


The mountain region 


In the seven States of this region with their border-to-border range from 
Canada to Mexico, a sort of philosophic bridge developed between them, their 
neighbors to the east and their neighbors to the west. A Missoula County survey 
in far-west Montana concludes that “the problem of foreign trade is not of pri- 
mary concern to the community; however, the general attitude tends to favor 
the protectionist view.” In the county’s winding river valleys the main products 
are lumber, livestock, and diversified farming. Only the sugar-beet growers and 
processors are concerned with foreign trade and they, throughout the national 
areas covered in this study, have clamored for protection against foreign com- 
petition. So it was in Montana. 

In next-door Idaho, Ada County was surveyed with 14 farm leaders and 16 local 
manufacturing firms contributing their views. Exports generally are a relatively 
small part of the economy in this area. The farmers and all but two manufac- 
turers favored expanding world trade; two-thirds of the total answers mentioned 
the need in terms of world economy while one-third saw the situation in terms 
of the domestic economy. 

League interviewers in Ada County had not planned to cover mining and wool 
interests since both have limited production in the area ; nevertheless, as a result 
of newspaper coverage of the league project these groups offered their views 
as important to the overall State economy. The woolgrowers expressed the view 
that “producers in the sheep industry have every right to expect the Government 
to give them an opportunity to compete on fair and equal terms with growers in 
foreign countries.” The spokesmen for the mining association blamed compe- 
tition of foreign antimony for the closing of a mine and smelter in the State. 
Wage differentials in the United States and abroad were held responsible for 
differences in price between the domestic and imported products. 
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Two studies were made in Utah. The Provo survey, a random opinion poll of 
120 personal interviews and 200 post cards, covered a cross-section of industries, 
local business and professional men, and farmers. The community attitude was 
overwhelmingly in favor of increasing American exports and opinion was almost 
equally divided betweeen those who would keep tariffs at present levels and those 
who would gradually reduce them. Only mineral, wool, and sugar-beet producers 
wanted increased protection. The Salt Lake City league made a general State 
study using material gathered mainly by a State university graduate student who 
covered 100 industries, mining and agricultural agencies. Although Utah mines 
employ only 13,500 workers as opposed to 31,500 in manufacturing and 41,900 in 
farming, their value to the State’s economy is greater by direct dollar value as 
well as in its value to the State’s railroad tonnage and manufacturing processes. 
Coal, iron, and copper are the export items of this dominant mineral industry. 
On the import side lead and zine suffer from foreign competition. The State sur- 
vey notes that copper represents 50 percent of Utah’s mineral wealth while zinc 
represents only 2.6 percent. It is also stated that recent increased imports of 
lead and zine have come primarily from neighboring Canada and Mexico. 
Local geologists have reported a depletion of lead and zine ores and are urging 
this ill industry to develop uranium and tungsten resources rather than try to 
bolster their increasingly weak position. 

Wheat, dairy, and poultry products lead agricultural exports in this area. 
Wool and sugar beet producers are the farming segments faced with import 
competition. Recent subsidization of wool growers by Federal tariff revenue 
has improved their condition somewhat, but the withdrawal of grazing areas 
in the public lands has counteracted this boon and contracted the industry. 

Manufacturing is a constantly expanding factor in Utah’s economy. It is now 
more important than the State’s agricultural activities with its chief exports 
listed as mining machinery and equipment. Its imports include diamonds for 
drills, hardwoods, rubber, and tin. A majority of Utah manufacturers want 
more imports and say the competition they experience from imports is negligible. 

The Colorado State survey effort is based on work done by 12 local leagues 
which cooperatively interviewed about 200 manufacturers, farmers, and miners. 
Their findings indicate a low proportion feeling adverse effects of foreign com- 
petition ; the exceptions to the rule included processors of sugar beets, lead and 
zinc miners. 

The State study noted that “an almost overwhelming majority” of those inter- 
viewed favored an expansion of trade but that “a large majority” wanted some 
limitation on imports at the same time. While more than a third of Colorado 
manufacturers reported that imports compete with their products, only 9 of 74 
industrialists interviewed thought that the imports had an adverse effect on their 
business. Distances from markets and differential freight rates, rather, were 
cited as handicaps. 

The Tucson League reported that the dominance of tourism and migratory 
labor made statistical analyses impossible in its study of Pima County, Ariz. 
Nevertheless, of 139 persons approached they had satisfactory responses from 27 
manufacturing concerns, 9 mine operators and 6 cotton and cattle men. The 
rest said they had no import or export interest. In terms of dollar value, manu- 
facturing accounts for 7.8 percent of the county’s economy, mining for 4.3 per- 
cent and agriculture for 4 percent. Manufacturing firms reported a sizable pro- 
portion of their exports going to Mexico. The proportions ranged from 8 to 100 
percent. One company wanted to increase its Mexican market but held that 
customs difficulties discouraged his doing so. 

The recent development of Pima County long staple cotton interested the league 
surveyors, who found this product competing with Indian and Egyptian imports. 
This is a noncontrolled cotton crop under the national allotment program. If it 
can be developed successfully, county cotton producers hope to make it profitable 
for American mills to produce Pima quality textiles in competition with foreign 
versions of this popular fabric. As in other cotton-producing areas, all cotton 
farmers felt that exports are “vital.” They wanted to keep tariffs low enough 
so that surpluses would be sold abroad and for the present they indicated ac- 
ceptance of price support and acreage control programs but looked forward to 
their gradual elimination. 
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The west coast 


The great, sprawling west coast proved to be a lot of territory for the local 
leagues to cover and, although some 1,395 interviews were conducted, the results 
are described as too scattered a sampling to be considered scientific. 

Trade interest in California was higher than in Oregon or Washington with 
the vast majority of those expressing opinions in favor of lower tariffs or free 
trade. Those dissenting were mainly the livestock and sugar beet producers and 
the nut tree growers who felt that they needed protection to exist at all. Tuna 
fishermen in California said they were under pressure from foreign competition. 
On the other hand, in Clatsop County, Oreg., the league reported that tuna 
imports are not only not competitive but that longshoremen and tuna canners 
get employment from importers during seasons when they have no other work. 

The most extensive west coast work was done by leagues in California where 
96 percent of the manufacturers and 98 percent of the farmers interviewed said 
they were affected by foreign trade and interested in it. Expansion of trade 
was favored by 98 percent of those answering in each group. Some 80 percent 
of the farmers, however, thought that there should be some limitation of imports. 
Both groups reported that their interest extends to both imports and exports and 
the subject of trade had apparently received much study in the State. The cot- 
ton farmers in California, as elsewhere, reflected disturbance over their problems 
but their concern was less tinged with fear than that of their southern counter- 
parts. One Kern County cotton farmer told the league interviewers that “if 
I knew the answer to trade problems I wouldn’t be out farming 300 acres—I’d 
be in Washington.” Another felt that his opinion was worthless because “the 
Government does exactly as it wants to anyway.” In Kern County generally, 
farmers were torn between their own mixed interests. They said they wanted a 
trade policy which would expand their exports but at the same time expressed 
worry about foreign competition. In Sutter County the Cattlemen’s Association 
told the league that it wants reenactment of the Buy American Act; in Salinas 
a fish and tomato cannery thought that “industry is healthy now—this would 
be a good time to adjust and take the first step toward free trade.” 

In Beverly Hills, motion picture executives said it is absolutely essential for 
them to have foreign markets because films merely pay their costs in domestic 
showings. In Menlo Park, a retailer criticized the high tariff on watches because 
“It just protects inferiority.” He said the Swiss are masters of their craft 
and that Americans should improve their product to compete rather than ask 
for protection. 

San Francisco repeated the pattern traced in other port cities. It was observed 
that “all who live near a great port such as San Francisco are continuously aware 
of foreign trade activity and sense its importance but most of us do not always 
realize how much foreign commerce touches our lives.” 

In Oregon, “an appreciable lack of interest” in foreign trade was reported, 
possibly because there seemed to be little difficulty with foreign competition. 
The opinions that were expressed favored a lowering of tariffs or free trade. 
A man in Medford explained his preference for the latter by saying “we must 
be more aggressive tradewise.” In Clatsop County it was generally felt that 
“expanded and extended markets should be developed to increase trade and help. 
Clatsop County economy.” Also in that county the opinion was expressed that 
the “Government should not try to protect by high tariff any industry whose 
product has historically been produced more cheaply or better somewhere else 
than can be possible here.” 

No clear pattern was discernible in the Washington surveys where interest in 
foreign trade problems seemed somewhat less vigorous than in either California 
or Oregon and more than somewhat tinged by the vocal demands of the sugar 
beet producers for protection. 

On the other hand, the Yakima League found that “it was agreed by all that 
many trade problems could be solved not by higher tariffs but by better mer- 
chandizing and advertising; it was even suggested that out of adversity might 
come sound selling ideas * * * not all interest in trade was selfish; many felt 
that with the exchange of goods would come an exchange of ideas and a basis for 
world peace.” 
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APPENDIX 


Coverage of survey project* 














| Num- 
Local Congres- ber of 
leagues} Areas covered ? sional Economy sampled inter- 
partici- districts views 
pating worked in re- 
ported 
New England: 
Connecticut_..-..- Oe I ee icneitecticads oe Manufacturing.__........... 138 
Massachusetts __--- 43 | State and 8 local___| 14 of 14-____- Manufacturing, fishing_____- 574 
New Hampshire__- BE 7 ROR... cane eo SEBS. ciwws Manufacturing............-- 103 
Rhode Island __--_- oy Tee Ct Bic ccc bonds WS on sine cpl eiEiecie wean 163 
WertlliScccpascnce 1 PUNE naatathosioad GE Miiiconcatnin Manufacturing, agriculture, 92 
mining, lumbering. 
Middle Atlantic: 
New Jersey_...---- 75 | State and 14 local__| 14 of 14___.__ Manufacturing_......._____- 1, 332 
New York........-. 50 | State and 21 local__| 43 of 43_.__.- Menanepoee, agriculture, 736 
rt service. 
Pennsylvania__...- 24 | State and 4 local___| 13 of 30__.__- anufacturing, agriculture__ 597 
The South: 3 
Be 6INE cee an Dk he CO ccc I cetaceans 
Wierida......-..... hi meee Sere... le. Manufacturing, agriculture, 215 
transportation. 
Georgia........-..- 6 1d leenl..«..<cinisaass 6 of 10....__. Manufacturing, agriculture, 108 
rt service. 
Kentucky----..---- 2 FSR PUrO..5i..S ee agriculture, 174 
mining 
Maryland --_-....-- 2): oo GRE Fintan Maing agriculture, 209 
shin 
North Carolina ___- S11 Oives. 2522255 SOP 2:4. Mamaiastartte:, dgititivnre.. 68 
South Carolina__.. 41:4 low) cited ae ee 0.5. usted siecle. 74 
South Central: 
Arkansas_......... SAS cniennat I Gennes ens, agriculture, 145 
mining 
Louisiana.-...-... 41:9 Deemhsinwissisdécd 400 6a. sccix Manufacturing, agriculture, 521 
oil port service. 
Oklahoma_.......- ‘Det Aan eae eee Manufacturing__.........__- 53 
ee ee 6 | Oleh iia. kiss. S602... 2... Manufacturing, agriculture, 349 
oil, transportation, port 
Service. 
Great Lakes area: 
ee eee 60 1, 152 
eae 12 251 
Michigan.--.._..... 15 207 
a oi toe nae then de 45 547 
West Virginia. ___- 3} Bh... 64 as) DSO... Manufacturing, mining._. 14 
Wisconsin-___..... 20 | State and 8 local__| 7 of 10._..__- Manufacturing, agriculture. 214 
North central: 
ne. tas See 11 40 aS WOE Oe a FS bob etna nba Eiciudoe 
., rok 8 cud S PO eth... . coves $066.224-1 Manufacturing, agriculture, 66 
mining, oil, retail. 
Minnesota 4_____.- p Bs SARs in onndos Manufacturing, agriculture - 350 
Missouri---..-...- © | Pier. 25.522. Crates Manufacturing, agriculture, 918 
mining, general public. 
Nebraska §_ ______- 1 | State and 1 local__| 1 of 4.._____- Manufacturing, agriculture. 22 
North Dakota ¢___. Bf 2 nate cl aunemtcacewe Manufacturing-.....__..___- 9 
Mountain region: 
Aste 2c 5 cs RB icmad DBs tecdtues cd BRB A nest id anentating, agriculture, 42 
mining 
Colorado.......... 12 | State and 12 local_| 4 of 4-______- ba AOR AS... 176 
SS eee i} Pigee ca ee ee Manufacturing, ~ age 30 
mining, lum 
Montana_--....... Edn oied Oi ice ethics bb ie! DO yntiinee ae ikea cpahensision 
minin 
WM Fact ccd. 2 | State and 2 local__.|.....do_.____- Manuihetakig. agriculture, 120 
minis. retail, general 
pu 


1 Requests for additional nieereniten about survey coverage may be addressed to the League of Women 
Voters, United States, Washington, D. 

2 “Local” includes surveys of congressional districts, metropolitan areas, counties, cities, or towns. 

3 Survey work reported from Virginia but none received. Material from Tennessee received too late to 
be incorporated in this report shows 7 local conducted 149 interviews. 

4 Worked with University of Minnesota on the report, ‘“The Effect on Minnesota of a Liberalization of 
United States Foreign Trade Policy,’’ University of Minnesota Press, 1956, $2. 

5 Background data only. { 

6 2 delegates at large; no congressional districts. 

7 Attitude data taken from the University of Utah thesis. 
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Coverage of survey project *—Continued 


APPENDIx—Continued 
Num- 
Local Congres- ber of 
leagues} Areas covered 2 sional Economy sampled inter- 
partici- districts views 
pating worked in re- 
ported 


Se eee O 


West coast: 

California §_......- 21 | State and 12 local_| 12 of 30_____- Manufacturing, agriculture, 1, 217 
lumbering, oil, fishing, re- 
tail, motion picture, min- 
ing. 

| ee 6) @ IME o 3 on nns OE Sc cetinte Maaufacturing, agricul- 
ture, lumbering, fishing, 

port service. 
2h) | Se Sees OE Di seaiitinans Manufacturing, agricul- 10 
ture, mining, lumbering, 
| fishing, port service. 


B 





1 Requests for additional information abcut oe, coverage may be addressed to the 
League of Women \oters, United States, Washington, D. C. 


2“Loeal” includes surveys of congressional districts, metropolitan areas, counties, cities, 
or towns. 


5 Background data only. 


LocaL LEAGUES PARTICIPATING IN TRADE SURVEYS 


Connecticut : 


NEW ENGLAND 


Berlin Mansfield Salisbury 
Lridgeport New Britain Stamford 
Bristol New Haven Suffield 
Darien Newington Washington 
East Hartford New London Waterbury 
Fairfield Newtown West Hartford 
Glastonbury Norwalk Wethersfield 
Greenwich Norwich Woodbury 
Hamden Old Lyme Southbury 
Manchester Ridgefield 

Massachusetts: 
Andover Lincoln Reading 
Bedford Lynn Salem 
Belmont Malden Sharon 
Boston Marblehead Springfield 
Brockton Marion Swampscott 
Brookline Medfield Wakefield 
Cambridge Medford Waltham 
Concord Milton Watertown 
Dartmouth Natick Wayland 
Dedham Needham Wellesley 
Dover New Bedford Westwood 
Fairhaven Newburyport Williamstown 
Pitchburg Newton Winchester 
Hull Pittsfield Worcester 
Lexington Quincy 

New Hampshire: 
Claremont Exeter Lebanon 
Concord Hanover Peterborough 
Dover Keene Portsmouth 
Durham Laconia 


83979—56—pt. 2——-19 
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LocaL LEAGUES PARTICIPATING IN TRADE SuRVEYs—continued 


Rhode Island: 
Barrington 
Cranston 
East Greenwich 
East Providence 

Vermont: 
Bennington 
Burlington 
Chester 


New Jersey: 
Asbury Park 
Atlantic City 
Bernards Township 
Bernardsville 
Blvomfield 
Bvonton 
Bridgwater 
Boonton Township 
Camden 
Chatham 
Chatham Township 
Chester Towuship 
Clifton 
Closter 
Denville 
Dunellen 
East Orange 
East Paterson 
Kuison Township 
Elizabeth 
Englewood 
Ewing Township 
Fair Lawn 
Florham Park 
Freehold 
Glen Rock 

New York: 
Albany 
Alfred 
Amherst 
Babylon 
Baldwin 
Bellport 
Binghamton 
Briarcliff 
Buffalo 
Cataraugus 
Cazcnovia 
Clarence 
Croton-Cortland 
Dobbs Ferry 
East Aurora 
Eastchester 
Elnira 
Fayetteville 

Pennsylvania : 
Berks County 
Bristol Township 
Cheltenham 

Township 


NEW ENGLAND—continued 


Lincoln 
Newport 

North K'ngston 
Pawtucket 


Middlebury 
Montpelier 
Rutland 


MIDDLE ATLANTIC 


Greenwich Township 
Highland Park 
Hoboken 
Hunterdon County 
Irvington 

Jersey City 
Kinnelon 

Linden 

Livingston 
Madison 
Maplewood 
Metuchen 
Midulesex Borough 
Millburn 
Montclair 
Moorestown 
Morristown 
Mountain Lakes 
Newark 

New Brunswick 
New Providence 
North Plainfield 
Nutley 

Orange 

Paramus 


Fivetowns 
Hamburg 
Hastings 
Hempst ad 
Huntington 
Jamestown 
Levittown 
Mamaroneck 
Monroe County 
(Rochester ) 
Mount Vernon 
New Albany 
New Rochelle 
New York City 
Niagara Falls 
North Brookhaven 
Oceanside 
Oneonta 


Harrisburg 

Hatboro 

Hav rford Township 
Hazleton 


Providence 
South K-ngston 
Warwick 


St. Albans 
South Burlington 
Winooski 


Parsippany-Troy 
Hills 

Passaic 

Paterson 

Phillipsburg 

Plainfi_ld 

Pompton Valley 

Princeton 

Red Bank Region 

Ridgewvod 

River Edge 

Somerset Hills 

South Orange 

Springfield 

Summit 

Teaneck 

Tenafly 

Trenton 

Verona 

Vineland 

Washington 

Wayne Township 

West Essex 

Westfield 

West Orange 


Port Washington 
Poughkeepsie 
Rensselaer County 
(Troy) 
Riverhead 
Roslyn 
Schenectady 
Smithtown 
Syracuse 
Tompkins County 
(Ithaca ) 
Wading River 
Watertown 
Wellsville 
Westbury 
White Plains 
Yonkers 


Lancaster 
Lower Merion 
Township 

Media 


Pe 





CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 835 


Loca. LEAGUES PARTICIPATING IN TRADE SuRVEys—continued 


Pennsylvania—Continued 
New Hope-Solesbury- 
Buckingham 
Newton 
North Penn 
Pittsburgh 


Alabama : Birmingham 
Florida: 

Clearwater 

Coral Gables 

Gainesville 
Georgia: 

Albany 

Athens 
Kentucky: 

Bowling Green 
Maryland: 

Anne Arundel Coun- 

ty (Annapolis) 


North Carolina: 
Durham County 
South Carolina: 
Aiken 
Columbia 


Arkansas: 

Fort Smith 
Louisiana: 

Jefferson Parish 

Lafayette 
Oklahoma: Tulsa 
Texas: 

Dallas 

Houston 


Illinois: 
Alton 
Arlington Heights 
Aurora 
Barrington 
Batavia 
Belleville 
Carbondale 
Champaign County 
Chicago 
Chicago Heights 
Danville 
Decatur 
DeKalb 
Downers Grove 
Edwardsville 
Elgin 
Elmhurst 
Evanston 
Flossmoor 
Freeport 


MIDDLE ATLANTIO—continued 


Pottstown 

Radnor Township 
Springfield Township 
Swarthmore 

Upper Darby 


THE soUuUTH 


Hialeah 
Miumi 
Miami Beach 


Cobb County 
Savannah 


Louisville 


Howard County 
(Laurel) 
Baltimore City 


Greensboro 


Greenville 
Hartsville 


SOUTH CENTRAL 
Pine Bluff 
Lake Charles 


Midland 
Odessa 


GREAT LAKES AREA 


Galesburg 
Geneva 

Glen Ellyn 
Glencoe 
Glenview 
Highland Park 
Hinsdale 
Homewood 
Joliet 
Kenilworth 
Kewanee 

La Grange 
Lake Bluff 
Lake Forest 
Lincoln 
Lombard 
Maywood 
McLean County 
Moline 

Morgan County 


Upper Merion 
Westchester 
Wilkes-Barre 
Yardley-Morrisville 
York 


St. Petersburg 


Thomasville 


Baltimore County 
Prince Georges 
County 


High Point 


New Orleans 


Waco 
Witchita Falls 


Morrison 
Northbrook 
Oak Lawn 
Oak Park 
Park Forest. 
Park Ridge 
Peoria 
Quincy 
Riverdale 
Rock Island 
Rockford 
Skokie 
Springfield 
Sterling 
Waukegan 
Westchester 
Western Springs 
Wilmette 
Winnetka 
Woodstock 
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LocAL LEAGUES PARTICIPATING IN TRADE SuRVEYS—continued 


Indiana: 
Crownpoint 
Crawfordsville 
East Chicago 
Fort Wayne 

Michigan: 

Ann Arbor 
Birmingham 
Dearborn 
Detroit 
East Lansing 
Ferndale-Pleasant 
Ridge 
Ohio: 
Athens 
Bay Village 
Bowling Green 
Canton 
Chillicothe 
Cincinnati 
Cleveland 
Cleveland Heights 
Columbus 
Cuyahoga Falls 
Dayton 
Delaware 
East Cleveland 
Elyria 
Fairview Park 

West Virginia: 
Huntington 

Wisconsin: 

Beaver Dam 
Beloit 

Fond Du Lac 
Jamesville 
Kenosha 
Madison 
Milwaukee 


Iowa: Dubuque 
Kansas: e 
Atchison 
Enterprise 
Minnesota: 
Afton-Lakeland 
Bemidji 
Brainerd 
Columbia Heights 
Duluth 
Fergus Falls 
Jackson 
Missouri: 
Brentwood 
Clayton 
Ferguson 
Nebraska: Omaha 
North Dakota: Fargo 


GREAT LAKES AREA—Ccontinued 


Gary 
Hammond 
Highland 
Indianapolis 


Flint 
Grand Haven 
Grand Rapids 


Grosse Pointe Park 


Kalamazoo 


Fremont 
Gambler 
Geauga County 
Hanilton 
Hudson 

Kent 

Kettering 
Lakewood 
Lima 

Lorain 
Manstield 
Marion 
Maumee 
Mentor Township 
Middletown 


Morgantown 


Neenam-Menosha 
Oconomowoe 
Oshkosh 
Plymouth 

Racine 

Rice Lake 
Stoughton 


NORTH CENTRAL 


Ottawa 
Salina 


Minneapolis 
Mound 
Owatoona 
Richfield 
Rochester 
Roseville 
St. Cloud 


Kansas City 
Kirkwood 
Rayton 


Logansport 
New Albany 
Marion 
Richmond 


Mount Clemens 

Royal Oak 

Trenton 

West Bloomfield 
Township 


Perrysburg 
Oberlin 
Oxford 

Rocky River 
Salem 

Shaker Heights 
South Euclid 
Steubenville 
Toledo 

Urbana 
Warren 
Wooster 
Yellow Springs 
Youngstown 
Westlake 


Sturgeon Bay 
Two Rivers 
Waukesha 
Waupan 
Wausau 
Wauwatosa 


Wichita 


St. Paul 

South St. Paul 
Wayzata 

White Bear Lake 
White Bear Township 
Worthington 


St. Louis 
University City 
Webster Groves 
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LocaL LEAGUES PARTICIPATING IN TRADE SURVEYS—continued 


MOUNTAIN REGION 
Arizona: Tuscon 


Colorado: 
Aurora Denver Grand Junction 
Boulder Durango Greeley 
Cherry Hills Englewood Jefferson County 
Colorado Springs Fort Collins Pueblo 

Idaho: Boise 

Montana: Missoula 

Utah: 
Salt Lake City Provo 

WEST COAST 

California : 
Bakersfield Napa San Jose 
Beverly Hills Pasadena Santa Monica 
Claremont Richmond Santa Rosa 
Marysville Sacramento Sausalito 
Menlo Park Salinas Stockton 
Mill Valley San Anselmo Visalia 
Modesto San Diego Yuba City 

Oregon: 
Astoria Eugene Medford 
Corvallis 

Washington: 
Benton County Spokane Yakima County 

(Richland) Whitman County (Yakima) 

Ephrata (Pullman) 
Seattle 


Mrs. Rursyavsen. I would like to call your attention to one par- 

ticular finding of these surveys which we ‘ations has special signifi- 

cance for this committee. 
The surveys show that— 


extreme protectionist views are now held by only a minority of our citizens, 
Furthermore— 


acceptance of new economic realities concerning our stake in world trade has far 
outstripped general attitudes toward decisions on public policy relating to 
maintenance and development of this trade. 

I would now like to speak of some of the specific issues which the 
League of Women Voters believes must be resolved. First of all, while 
our study has made us aware of sectional differences, it has also 
strengthened our conviction that United States trade policy must 
reject both in its general purpose and in its administration the con- 
cept of a nation or an economy divided into unrelated groups, sections, 
or factions. While recognizing that each segment of our economy may 
have special problems, our policy must work on the basis that none 
has special privileges. We believe that the supreme concern of the 
United States trade policy should be the total national interest. 

Although the President receives reports from the Tariff Commis- 
sion in regard to the effect of foreign imports on domestic industry, it 
is proper that he should not be bound by these reports. After all, he 
has to consider the welfare of the entire country in terms of our na- 
tional security, in terms of the effect on our exporters, our consumers, 
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other importers, and our foreign relations. Therefore, the effect of 
imports on one segment of an industry should be an important but not 
necessarily an overriding consideration. 

We hope this committee will set the record straight with regard 
to the claim that the Executive has usurped congressional prerogatives 
in the matter of regulating trade. The particular reference is the 
Reciprocal Trade Agreements Act and the provisions therein delegat- 
ing certain powers of negotiation and operation to the President. We 
do not believe that present negotiation, administration, and fixing of 
tariff rates is a matter of disturbed congressional prerogative. Con- 
gress has, and always has had, the right to regulate foreign com- 
merce. The Congress, however, is a law-and-policymaking body, not a 
technical group concerned with working out tariff rates on thousands 
of specific commodities or negotiating reciprocal rates with other 
countries. A look into history indicates that Congress has arrived 
at this understanding by experience, for at one time it did attempt to 
fix each tariff. The extreme unworkability of this procedure resulted 
in the delegation of these detailed operations by Congress to the Office 
of the President, while retaining for itself the right to establish the 
limits and policy within which the President may operate and nego- 
tiate. We think it is confusing the issue to seek increased protection 
in our trade policies under the guise of raising constitutional questions, 

Further, we do not believe the total national interest is best served 
by such measures as the escape clause, higher tariffs, quota systems, 
or peril-point procedures. We think that rather than strengthening 
our economy and encouraging the expansion of world trade, these 
measures have the opposite effect. For other countries, they cause 
confusion and uncertainty regarding American markets. For Ameri- 
cans, they undermine efforts to enter or establish new markets abroad. 

Perhaps never before in our history has it been more important for 
this country to maintain a vigorous economy. We cannot and we must 
not close our eyes to the future shape of the world. We must face the 
reality that the new underdeveloped countries will play an increas- 
ingly important role in world affairs. We must not, in our political 
and ideological struggle, become so preoccupied as to overlook what the 
development of Russia means to us economically. This vast nation 
with rapidly increasing heavy industries and technology will chal- 
lenge our position as the world’s leading industrial and trading nation. 
With our rising productivity and economic expansion, we cannot slide 
over the fact that we are fast becoming a have-not nation in the 
materials vital to the continued growth and development of our in- 
dustries. Our trade policy must concentrate on developing methods of 
helping our economy grow, not on inducing further trade restrictions 
or providing means of artificially propping industries individually. 

Since World War II, more in words than in deeds, we have recog- 
nized the importance of expanding trade and the need for trade co- 
operation instead of trade war. We submit that time is running out. 

We hope the Congress will legislate to meet the economic realities 
that surrounds us. If the American people, as our survey shows, are 
willing to meet these realities, we are confident that their elected rep- 
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resentatives must be, too. We urge further liberalization of our 
trade policies through the elimination of the escape clause and peril- 
point procedures; participation in the proposed Organization for 
Trade Cooperation ; continued rejection of quota systems; more prog- 
ress in lowering of tariffs; and additional customs simplifications. 
Rather than concentrating on protection and restriction, we need a 
United States trade policy which is truly directed toward expansion 
of trade and increased flexibility in our economy. 

Mr. Harrison. Thank you so much. 

Mrs. RurpHausEen. You are welcome. 

Mr. Harrison. Mr. Martin? 

Mr. Martin. No questions. 

Mr. Harrison. Mr. Morrison ? 

Mr. Morrtson. No questions. 

Mr. Harrison. Mr. Machrowicz? 

Mr. Macnrowicz. No questions. 

Mr. Harrison. We thank you so much for your appearance and the 
information you have given the committee on behalf of your organ- 
ization. 

Mrs. RuesyHavsen. Thank you. 

Mr. Harrison. I will call next Prof. Harold J. Heck. 


STATEMENT OF PROF. HAROLD J. HECK, TULANE UNIVERSITY 


Mr. Harrison. Our next witness is Prof. Harold J. Heck. 

Professor Heck, do you have a prepared statement ? 

Mr. Heck. Yes, I have. 

Mr. Harrison. Professor Heck, of Tulane University, has been in- 
vited here by the committee and we are very grateful for your appear- 
ance, Professor. You may proceed in your own way. 

Mr. Heck. The purpose of these hearings, as I understand it, is to 
collect views on a fried range of specific features of trade policy, as 
enacted into law. Earlier testimony, as reported by the press, in- 
volved not only substantive law, itself, but regulations and other provi- 
sions surrounding administration of law. 

My testimony will develop the points that foreign trade means to 
us both competition and opportunity and that the basic problems this 
committee faces are two: (a) Reconciliation of individual situations 
with overall political and economic philosophies, and (6) reconcilia- 
tion of laws developed for primary application to one segment of the 
economy, but with strong secondary effects on others, with laws deal- 
ing primarily with these other segments of the economy. 


MERCHANDISE AND OTHER “DOLLAR GAPS” 


While your committee is titled as interested in Customs, Tariffs and 
teciprocal Trade Agreements, all of which deal primarily with trade 
in merchandise, may I illustrate at the outset that, while trade in mer- 
chandise is the larger part of our foreign commerce, it is by no means 
the only important element. 
For this purpose, may I invite your attention to table I? 
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(Table I is as follows :) 


TABLE I.—Current international transactions of the United States 










































































[In percent] 
| 1951 | 1952 | 1953 1954 | 1955 
SALES | 
Exports of goods and services, total_...............----.- 100 | 100 100 100 100 
REND RINNE os datos cnceewaindl<cdasensasaneteaeteel 7} 13) 2 15 10 
ICROE GUOGE GE GOETIIUG, 6 oo isi icccnesncsnesancuconkseay 93 87 80 85 90 
Merchandise (excluding military). ........-...-.-.-.-.-------- 70 | 58| 61 65 
NN a cin ine a cn nachuhcecbalcesennsiaatis tena 8 7 6 | 5 6 
tanith ncktohin Weccddsascacdieusebuskcbeesaedaeessaanee 2 3 3 | 3 3 
un NS IUNINN oe oo. nro se uenke cackatoronancesaein 9 9 9 | ll 11 
i RAE ILE A ORT ET STR E 4 4 4 5 | 5 
a’ SS ee —EEe | ——_—— 
PURCHASES | 
Imports of goods and services, total................--..-- | 100; 100 100 100 100 
Merchandise (excluding military). -................-.---------- 74 69 66 64 | 64 
Transportation uasasbeses fou eee 7 | 7 7 7] 7 
Travel____. shiainieadiicheasigelibatmitnas abasic hia chilean ante ataie 5 | 5 5 6 6 
II UE III, «|. | a nnd, oo aint keen balbbiamebe aoe 2} 2 3 3 | 3 
RE eer ee | 2 13 15 16 16 
a Se a ee ae. oe ae Seer 4 4 4} 1 4 
Percent export (sales) to imports (purchases). .............._-- 135 | 132 . 129 | 131 123 





Mr. Heck. Aside from the proportions, which the table is designed 
to bring out, the difference between exports and imports—the last 
line—suggests an overall dollar gap between what we sell and what we 
buy. But there is actually more than one dollar gap. 

There are three large items in which one must refer in connection 
with the dollar gap. The first is merchandise; in this matter, I 
invite your attention to table II, which shows actual dollar amounts. 
The second is interest and dividends; for this, please give table III 
your attention. It also shows actual amounts in dollars. The third 
1s military expenditures (see “Purchases,” in table I), which now 
cover close to $1 out of every $6 of what we purchase abroad, and 


for which there are no corresponding sales of any consequence. 
(Tables II and III follow:) 


TABLE IIl.—United States transactions in merchandise (excluding military) 


{In millions of dollars ] 


Exports Imports Excess of 

imports 
i ikinvuksecdctsccevssdiebegcenninbecunsndiaboestantiauneanees $14, 123 $11, 202 $2, 921 
Pi iindicrncucnsventnsqsnmabateastebaabeuedine seks ke eee 13, 319 10, 838 | 2, 481 
i ioe tng sith-cas nck acnes aghtegpansga deena ea aan eee ae 12, 294 10, 990 1, 304 
I sconces cnt oinSla ress ts Nasledesn mies path leltghasaapientadaacesenen buat Aiea 12, 814 10, 354 2, 460 


Bei cine dinothtnvedhdnatnink a bpbiatdutodanan teat tis kiew 14, 264 11, 516 2, 748 
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TABLE III.—Jncome on foreign investments 


{In millions of dollars} 











Received | Paid for- 
from United | eigners on Excess of 
States in- | their United receipts 
vestments | States in- 
abroad vestments | 
— wae ad —— _ — — Se —_—_—_— -| -_~——_ — — 
NGI cigs ci cecn alicia ah debited eis tk vee alias ancient $1, 882 | $355 | $1, 527 
ROR. cnncn cclsebckducuswudesdhadéduscddhssechedcin daisadtdabeae 1, 828 an 1, 438 
1953... alah aia $ 1,910 450 1, 460 
RODE wean pindderiens cadena aowitucnig ease : 2, 227 419 1, 808 
DOG De. 55s Cis Reeds dU ea ie eS sei 2, 512 512 2, 000 


Mr. Heck. From table III, you will see that in 1955 we received in 
interest and dividends something like $2 billion more than we paid 
out to foreigners as interest and dividends, and that this is a sub- 
stantial increase over the past few years. This is a dollar gap com- 
parable to exporting more merchandise than we import, or the excess 
of our sales of any product over our purchases in the same category. 

What we export here is the use of our capital. 

One should expect this particular dollar gap to grow; surely it 
will not become smaller. Moreover, it will be a continuing pressure 
on the foreign exchange market because these investments are prac- 
tically made | to stay. 

The only way this “frozen in” segment can be serviced is by other 
countries obtaining dollars—either from the sale of goods coming 
into production as a result of the investment, or of any other goods or 
services. The point is, imports of something must increase if we are 
to collect interest and dividends in increasing amounts, and have ma- 
turing investments repaid, on our foreign investments expanded 
either without or with Government stimulus. 

Now, one reason for emphasizing this is that a policy of stimulating 
foreign investment by guaranties of one sort or another will only 
tend to increase this particular dollar gap, which can be met only out 
of the same pool as any future dollar gap in merchandise trade. We 
have already seen, in table I, that income on foreign investments is an 
important part of the broader problem, of which trade in merchan- 
dise is the largest part. Accordingly, neither one, nor the individual 
features of each, such as tariff, escape clause, peril points, and what 
have you, can be adequately treated in isolation, except as to technical 
details. 

ONE “DOLLAR GAP” MAY EAT INTO THE OTHERS 


Another point in this connection is this. Suppose, for example, that 
through Government stimulation or encouragement, our investments 
abroad were to increase by, say, $1 billion a year, net, for the next 
10 years. Now, if they earn, say, a modest 5 percent, it means an 
increase in the dollar gap from this source, every year thereafter, of 
some $500 million more than it already is. 
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Let me make it very clear here that I do not oppose expanding 
foreign investments. But any Government policy with respect to 
this activity must take into account the basic fact that we must make 
possible the purchase of something as well as the sale of the use of 
our funds and technical skills. The expanded dollar gap just sug- 
gested may call for another’s disappearance, or for the expansion of 
the dollar “surplus” transactions. 

And what can this purchase be? It can only be something that 
other countries have to sell to us. If it is coffee or bananas, that is it; 
if it is sugar or textiles, it must be that. What the other countries 
have to sell depends, naturally, on their resources, and some countries 
have only labor or the products of their labor to sell. Or it may 
depend on their ability to dispose of this or that in other markets. 
But whatever it is, the chances are that it will mean competition to 
some business already operating here. 

The difficulty of reconciling individual competitive pressures with 
this general principle stands out like a sore thumb. Even more 
than that, the problem of fair treatment in individual cases must 
be considered. This may pit industry against industry; or one section 
of the country against another; or the organized against the unor- 
ganized. 

The individual case of the man, or company, or industry, is repre- 
sented in Congress and will and must be heard. It is easy to speak 
in general terms; but to convince, through reason, a man who feels 
he is called on to make all the sacrifice is a job for high ability. 

But this has to be done from time to time—a banker has to call a 
loan, or not renew, or foreclose when it means the company will be 
thrown into bankruptcy. Is it necessary? Why give creditors such 
rights? Why have bankruptcy procedures? 

This is admittedly a simplified analogy, but the public leader who 
is sold on the idea of competition and opportunity and who convinces 
his constituents that the concept applies to each of us individually will 
be a candidate for the next edition of Profiles in Courage. 


CHEAP FOREIGN LABOR 


We have heard much in the last few months about Japanese textiles 
flooding our market, and great hue and cry about the need for pro- 
tection. Invariably, the talk reverts to the low wages paid in Japan 
as compared with the United States. 

It would seem that the Japanese sell here rather than in some 
other country, or even at home, because this market offers the best 
advantage they can get. And if their wages are low, it is not by 
choice; every man would like to be paid more. Also, if the Japanese 
could earn more (either in profit or wages) in some industry other 
than textiles, there is no doubt they would do so. 

We can hardly dispute that selling here is the best they can do. 
Now, if we cut this off, what do the Japanese do? Find jobs in some 
other export industry, at still lower wages, that would compete with 
some other segment of the United States economy, either in our own 
or in third markets? The monkey is on somebody’s back and is going 
to stay on somebody’s back. The question is, whose? Surely the Jap- 
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anese, and labor in many countries, would like to have as high wages 
and as high a standard of living as we enjoy in the United States. 
Similarly, workers in certain parts of our own country, or in certain 
industries in our own country, would like to have wages as high 
and a standard of living as high as in the best paid industry. Perhaps 
we could illustrate the point with another question. Is a wealthy 
man any the poorer for doing business with a poor man? 


WE START FROM ENTRENCHED POSITION 


Even our broader considerations cannot be posed in a vacuum. We 
must start from what we have, and what we have is this: For many 
years past, the tariff has been an umbrella for certain domestic proce- 
dures. Looking on this as policy, which it was, and is, certain invest- 
ments were made. Plants were built, machines were installed, and 
labor was trained. Of course, not all were established or organized 
in such a way as to have the same costs, though the market price is 
fairly uniform. 

Now, the policy changes, and the tariff is reduced. Some of the 
protection is withdrawn. 

This has been, as we well know, done. Is it fair? Should 1 seg- 
ment of the economy have to bear all the readjustment—1 industry, 
or 1 company ! 

There is more than one aspect to this. One is that the total invest- 
ment is not lost, but it may be badly damaged for a while. We see 
case after case of plants erected for one purpose being converted into 
the production of something else. From time to time, we hear such 
stories as that a very high percentage of some companies’ sales today 
are of products they were not making 20 yearsago. One of our indus- 
trial leaders, the president of Du Pont, recently stated that half the 
working population is now engaged in the manufacture or distribu- 
tion of products that were unknown 50 years ago. He predicts that 
25 years from now half the working force will be making or selling 
products unknown to us today. 

Another aspect is this: aside from the specific unpopularity of with- 
drawing protection because someone has taken a position expecting 
the protection to continue, can it ever be withdrawn? Can a tariff, 
once granted, ever be reduced, as a matter of sound economic prin- 
ciple? 

f we are to grant protection and then be able to reduce it, because 
an investment has been made, what is to prevent additional domestic 
investment, in the protected industry, which could have two possible 
effects: (a) more competition for the companies already under the 
umbrella, and (4) freezing into the economy another position that will 
insist on continuing such protection in the future? We simply can- 
not say that new companies would not come into the picture. No 
bank ever makes a bad loan; they only turn bad after they’re made. 
Or what is to prevent companies already operating from expanding 
their own production, and then putting the pressure on Congress for 
continuing their protection by reserving to them a proportional share 
of the market—or perhaps freezing out foreign competitors with a 
fixed quota for imports? 








844 CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 


THE MARGINAL PRODUCER 


When we say that a country does this or that, or that an industry 
does, it is well to remember that in any competitive industry there is a 
marginal producer, or there are marginal —— He doesn’t want 
to be that ; he would much prefer to be profitable. Take any industry, 
and you will find that the profitability will vary from company to 
company. This is due to costs. Competition levels off selling prices. 

Picture a list of companies in any industry, arranged in order from 
the most profitable to the least. The latter will be losing money— 
operating at a loss. Somewhere near the bottom will be the marginal 
operators. That cannot be changed under a free competitive economy. 
For example, the Treasury Department reports that from 1948 to 1952 
about 1 out of 3 corporations organized for profit reported no net 
income. Business was fairly good at the time. Back in the 1930's, 
about 2 out of 3 reported no net income, and in 1932 the figure was 
82 percent. 

My reason for mentioning this is to bring out that the impact of 
adjustment to competition, whether from domestic or foreign sources, 
does not fall evenly on all producers. Some feel it more than others 
and, in some cases, the marginal or submarginal producers will feel 
such an impact as to have to adjust right out of business. 

Also, some industries, overall, are more profitable than others. This 
has to be, for a variety of reasons. 

We cannot expect price changes to be equal in amount, or to bear 
equally on all in the industry. For example, we read in the papers 
that some public officials have criticized the Federal Reserve Board 
for permitting interest rates to rise. The comparison is made between 
the rate of increase in interest rates and, say, farm prices, in such a way 
as to indicate a diabolical plot to the audience, or to indicate that this 
is all wrong—in effect, an open invitation to each farmer to look to 
the Government to protect him against such a development. 

This is completely misleading and dangerous. No one should be 
led to expect that the Government or anyone else can equalize the 
impact of price changes. They should no more be told to expect that 
prices of, again for example, all farm products, should go up at the 

ame time or rate as interest rates, than they should be led to believe 
the Government can do something to compel different prices to move 
evenly or to have each acre on a farm equally productive. 

The impact of economic adjustment is uneven, and impersonal. The 
end result is, at times, bankruptcy for the inefficient, no matter how 
well-intentioned he may be. To make this procedure, itself, as smooth 
as possible, Congress has enacted bankruptcy Jaws. Probably this is 
not a popular topic in an election year. 


WHAT FOREIGN TRADE MEANS TO THE ECONOMY 


To any State, and to the United States, itself, foreign trade means 
basically two things—competition and opportunity. 


COMPETITION 


The market impact of goods produced abroad means lower prices. 
The impact is the same as if the additional goods were to be produced 
domestically—in New England, Illinois, California, or Louisiana. 
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And it is identical to that of goods produced by competitors in the 
same city. 

The effect of this competition, then, from whatever source, is that 
selling is made more difficult, that prices are forced down to the level 
of the more efficient producer; in short, competition is the prime 
enforcer of efficiency. By the same token, competition from imported 
goods induces domestic business to be more self-reliant. 

Competition from imports, and from other United States production 
as well, is felt not only by the owners and managers of businesses; 
it falls as well on farmers and on labor in the affected industries. 
Foreign trade, then, may be looked on as only one source of competition, 
so the fundamental question is what competition means to any industry, 
to any State, or to the country as a whole. 

Competition is painful at times, but an athlete never complains be- 
cause he isin good condition. And good condition is what competition 
requires—and even forces—economic health. 

From economic health stems the other, and more important side 
of the picture—opportunity. 


OPPORTUNITY 


The opportunity offered our economy by foreign commerce is the 
same type as that which is offered foreigners by our willingness to let 
them enter our markets—whether as buyer or seller. 

It is comparatively easy to trace opportunities to different economic 
groups. Typical of what foreign commerce means to them are: 

Producers and exporters : 

Wider markets, in which to sell at the highest prices; 

Bigger volume potentials, and more chance to spread fixed costs, 
resulting in lower unit costs; 

Resultant lower prices with which to meet competition ; 

Lower costs of raw materials and other goods consumed in the 
productive process, through being able to buy in the most favor- 


able market. 
Importers: 
Handling of goods of a wider variety, qualitywise and style- 
wise ; 


Purchasing in broader markets, thus obtaining most advan- 
tageous prices; 
Ability to compete more effectively as a result of lower costs. 
Consumers: 
Availability of goods not produced locally or domestically ; 
Better choice and variety of products; 


Lower prices for competitive goods, with resultant higher 
standard of living; 


More chance for having a buyer’s market. 
Investors: 
Development of sources of raw materials abroad ; 
Production abroad for export to third countries unable to be 
— by United States production, thus increasing earnings. 
“ 


More jobs, where labor can be most efficiently employed and 
can thereby earn the maximum in real income. 
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BROADER ASPECTS 


The significance of foreign trade to the economy also rests on politi- 
cal considerations. In this context, trade with friendly nations is 
necessary if for no other reason than that it contributes to a peaceful 
world. Certain trade is part of the price of the cold war, as are cer- 
tain restrictions. But even in peacetime, the fact remains that men 
and physical resources are not evenly distributed over the earth, or 
within any one country. So the world’s economic and social organiza- 
tion must make it possible for men and resources to come together. 
Numerous obstacles, both economic and political, bear on emigration 
and immigration of people, and natural resources cannot be re- 
arranged. Therefore, trade is necessary because, through it, the pos- 
sibility exists for other countries to earn their living and to remain 
friendly to us. Under the conditions, people must either migrate, 
trade, or do without. 


PRODUCTION FOR EXPORT—-AND EMPLOYMENT AND PROFITS 


The United States, and most of the States within it, produces a 
variety of items entering export trade. In terms of specific products, 
it is difficult to obtain satisfactory statistics because the origin of 
exports and the destination of imports are not recorded, by State. 
However, the markets within the United States are so intertwined 
that the continued health of any section’s economy depends signifi- 
cantly on the ability of United States producers generally to reach 
worldwide markets. 

In many instances, foreign countries may be a very small part of 
any individual company’s market. But if that market—even 2 or 3 
percent—were to be less certain and more restricted, it would be the 
top 2 or 3 percent of sales that would be effected. Profit does not 
come from the first 2 or 3 percent of sales, but from the last. Hence, 
the profitability of operations would be more heavily influenced than is 
apparent from the small proportion of output rather directly and 
obviously related to foreign markets. 


CONCLUSION 


Mr. Chairman, the terms of reference of your committee are very 
broad, indeed. One could hardly expect that, in the short time at your 
disposal, you could come up with statements or proposals for legis- 
lation that would solve the problems. Rather, one should expect that 
problems, as seen by different economic and political interests, would 
merely be pointed up. 

What I ee tried to do here is to emphasize the fact that we have 
numerous individual problems and one large problem, and conflicts be- 
tween individual problems. The large one is our political and eco- 
nomic philosophy—whether we want to leave for our children a free, 
competitive oa or one in which individuals will be invited—en- 
couraged, if you will—to run to the Government for protection from 
‘competition whenever the competition hurts. 

May I suggest, sir, that this 1s a continuing problem, and that con- 
tinuing consideration should be given it. 

Perhaps this committee should be permanent rather than of a tem- 


porary nature; perhaps its range of interest would call for joint com- 
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mittee representation if it were to become permanent. Having it so 
would offer some advantages, among which are: 

1. Giving thought to problems involved away from the heat of bat- 
tle—when there is no pressing legislation on the calendar; 

2. Reconciling the several aspects of public policy and of interna- 
tional commerce dealing with or substantially part of the same broad 
oroblem. This would involve reconciling more effectively at legislative 
lew the major aspects of several activities that are part of the same 
broad problem. Not only must we consider tariff rates, escape clauses, 
peril points, Buy American legislation, quotas, antidumping and 
countervailing duties, the national-security amendment, and section 
22 of the Agricultural Adjustment Act. Part of this same problem 
is investment guaranty, proposals for export-credit insurance, cargo, 
preference and merchant marine subsidy, international commodity 
agreements, what may be called for under the Employment Act of 1946 
and the like. 

If permanent stature were to be considered favorably, I should think 
it advisable not to limit your investigation to Washington, but at 
times to seek out the unemotional and considered views of competent 
and affected people from other countries—Europe, Asia and the Far 
East, and Latin America. 

In summary, I feel that it is to the best interest of this country 
to expand foreign trade opportunities, both export and import, of all 
types. 

I favor peril points as a somewhat scientific determination of safe 
reductions in rates of duty. This must be determined by someone, 
and a factfinding body like the Tariff Commission is better suited to 
do this than is a legislative body without specialized research facili- 
ties. Obviously, all rates of duty cannot be reduced by equal pro- 
portions. 

I favor the idea of escape clauses, but would not be disposed to have 
their procedures designed as an easy invitation to discourage the 
development of the United States market by United States importers. 
In short, individual pressures for exceptions of any kind to a general 
policy of liberalization ought to be made a more difficult procedure 
than an easier one. 

Moreover, obstacles and restrictions should be as specific and defi- 
nitely determinable as possible, with administrative regulations or 
other prescribed procedures simple and rapid in their execution. Red- 
tape, in other words, should not be designed as an additional protec- 
tive device, but solely to provide efficiency in administration in the 
general interest. This concludes my prepared testimony, and I ap- 
preciate your good attention. 

Mr. Harrison. Thank you very much, Doctor, for your appearance 
and your statement. 

Mr. Martin? 

Mr. E. Martin. I have no questions. 

Mr. Harrison. Mr. Morrison ? 

Mr. Morrison. I wonder, Doctor Heck, if you have any specific 
suggestions as to changes in the criteria of the escape-clause and 
peril-point legislation ? 

Mr. Hecx. Well, not on the peril point because that is done always 
in the Tariff Commission on the basis of scientific analysis. 





848 CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 


Insofar as escape clauses are concerned, I think that compelling 
the Tariff Commission to make its findings public immediately has 
been rather harmful, in that I would prefer to see the Tariff Commis- 
sion’s findings made to the President and then let him act before the 
Treasury can be offered the opportunity of either accepting or turn- 
ing it down. 

Mr. Morrison. I gather that you would rather have less definite 
criteria. 

Mr. Heck. You possibly have reference to the definition of industry 
or something of that sort. 

Mr. Morrison. Yes; the definition of industry, injury, and so 
forth. There have been representations made here that these stand- 
ards should be made more definite and more rigid, not necessarily more 
liberal from the point of view of the applicant, but more definite, 
Do you conceive it is possible to do that ? 

Mr. Heck. I think that would be very difficult because you would 
have conflict. One would be the standard background to determine 
that there is or is not injury. The second is determining what is an 
industry because some companies will produce 5 percent of their total 
sales in 1 product, whereas another company will have 50 or 75 percent 
of its total sales in the same product, and the next thing is to deter- 
mine what segment of the company that is. One company’s sales may 
be only 10 percent of its volume consisting of an item under scrutiny, 
and it may be 100 percent of another company’s sales. The difficulty 
there is profitability. I do not know the answer to that at all because 
you have involved there the question of ascribing costs. I do not mean 
that people would be dishonest, but in determining what the actual 
cost is, if a company is making 100 to 500 products, who can say one 
is more profitable than another? It makes it much more difficult to 
determine that there is actual injury because I do not think any com- 
pany can very well say that its profit came from this item and not 
from this one in such a case. 

Mr. Morrison. You would disapprove, and do disapprove, of the 
feature of the present legislation which defines industry clearly as 
consisting of the production of a particular product which is found 
to be directly competitive with the imports under consideration in 
each case ? 

Mr. Heck. I would hesitate to use the term “disapprove,” but at the 
same time I would be more inclined to test the injury on the basis of 
profit for the whole thing, from all of its operation, rather than to 
try to have it single out a single item, and saying, “We are losing 
money because of severe competition from this one product.” 

Mr. Morrison. Would you rather say a group of companies com- 
prising an industry ? 

Mr. Heck. That would be better, but there are some companies 
whose production would be only 15 or 20 percent of its output falling 
in this one industry, where as there are other companies where it might 
be 70 or 80 percent of their output. 

The difficulty arises, then, as to how can we get a workable, deter- 
minable background of the industry ? 

Mr. Morrison. Thank you. 

Mr. Harrison. Thank you very much for your presentation and the 
information which you have given the committee, Professor Heck. 
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Mr. Hecx. Thank you, Mr. Chairman and gentlemen of the com- 
mittee. 

Mr. Harrison. The committee will stand adjourned until 2 o’clock. 

(Whereupon, at 12: 40 p. m., the committee adjourned to reconvene 
at 2 p.m.) 


AFTERNOON SESSION 


Mr. Harrison. The committee will please come to order. 

Our next witness is Mr. Michael M. Mora. Is Mr. Mora here? 

Mr. Mora. Iam right here, Mr. Chairman. 

Mr. Harrison. Mr. Mora is the general manager of the Norfolk Port 
Authority. 

Mr. Mora, I hope you will understand that we did not mean any dis- 
courtesy to you in hearing a witness ahead of you before the luncheon 
period. We thought probably it would work out more conveniently 
from the point of view of adjournment for lunch because the statements 
of those witnesses were shorter, and indicated that they had only a 
few minutes of testimony. 

Mr. Mora. Well, my entire day is at your disposal anyway. 

Mr. Harrison. I did not mean any disrespect to you in doing that. 

Mr. Mora. Not at all. 


Mr. Harrison. You may proceed, sir, at this time. 


STATEMENT OF MICHAEL M. MORA, GENERAL MANAGER, NORFOLK 
PORT AUTHORITY, NORFOLK, VA. 


Mr. Mora. Mr. Chairman and gentlemen, having spent 37 years of 
my life in the field of international trade and finance, I have learned 
the lessons of humility when discussing these most complex and 
broadly applicable subjects. We trade with more than 70 countries 
in over 34,090 of commodity and merchandise titles, with subtitles 
running into astronomical figures. 

No man or group of men appearing before you have expert know]l- 
edge of anything more than an infinitesimally small area of this 
enormous industry. That certainly applies to your humble servant. 

Yet years of living with and thinking in terms of international 
traffic in goods and money necessarily crystallizes certain basic con- 
cepts which are rooted in the experiences of the past and must be 
projected into the future. 

The past teaches us that the United States developed economically 
as a debtor nation. From the very beginning of our national exist- 
ence and up to the middle of World War I, we were a debtor; in fact, 
by 1914 we were the largest debtor in the history of the world. 

During World War I our position reversed itself by the repurchase 
of foreign holdings and loans to our allies, and by 1919 we were the 
world’s second largest creditor nation. 

It is axiomatic that a solvent debtor must export more than he 
imports and our approach to foreign trade policy, commercially and 
on the legislative level, was under the influence of our debtor position. 
It put a premium on exports; it discouraged imports. 

Our tariff policy, which in the beginning was based on a tariff for 
revenue, switched over to a tariff for protection. 

83979—56—pt. 2——20 
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We coined the phrase “favorable trade balance,” denoting an ex- 
cess of exports over imports. A century and a half of this kind of 
thinking, properly applicable to the then existing conditions, cannot 
be shrugged off overnight. 

The sudden change in our position from that of a world debtor to 
that of a world creditor was not followed by a corresponding change 
in either our laws or our economic activities. 

We were already a creditor when we enacted the Fordney-McCum- 
ber bill, and later the Smoot-Hawley bill in the mistaken belief that 
high tariffs will stimulate our domestic economy. 

History has disproved these hopes. At present we are still living 
under the basic provisions of the Smoot-Hawley tariff law, which is as 
outdated, both in its concept and rate structure as the proverbial horse 
and buggy. 

The reciprocal trade treaties law, enacted in 1934, reenacted a num- 
ber of times and in force today, was the first departure from high- 
tariff policies in this century, but even this law operates within the 
framework of the Smoot-Hawley Act. 

The modest revision of the procedural clauses of the basic law, con- 
tained in the customs simplification legislation, has yet to prove its 
effectiveness. 

There seems to be no doubt that we badly need new legislation to 
take the place of the Smoot-Hawley Act, rather than a series of piece- 
meal attempts to adjust it on the fringes. 

Reverting to our present creditor position we must stress the fact 
that a successful creditor cannot indefinitely maintain an excess of 
exports over imports without hamstringing the economies of his debt- 
ors or giving away the money represented by the difference. 

We have resorted to the latter practice at great cost to our taxpayers 
and without lasting benefit to either our debtors or ourselves, in the 
mistaken belief, rooted in our past, that exports are good for the 
Nation and imports are injurious. 

An old economic formula teaches us that the standard of living of 
any nation consists of its production plus its imports—minus its ex- 
ports. 

Furthermore, we must look with concern at the rapidly diminishing 
mineral resources of the United States, devoured at an incredible rate 
by our ever-growing and insatiable manufacturing industry. We are 
already forced to import vast quantities of petroleum, iron ore, copper, 
zinc, tin, lead, quicksilver, antimony, manganese, chrome, nickel, 
bauxite—to name just a few basic commodities, due to their deple- 
tion in our land or their nonexistence. This in itself makes it neces- 
sary to shape our policies so as to anticipate our future needs. We have 
entered upon the first mile of the road toward a status of a “have not” 
nation. 

From the economic as well as national safety viewpoint it is better 
by far to increase our imports and preserve our domestic resources, for 
emergencies or the future, than to continue dipping recklessly into 
the diminishing natural resources under our direct political and 
strategic control. So much for the raw materials. Fortunately we 
are richly endowed in fertile soil and basic food requirements is not 
one of our worries. : 

Even so, let me stress that our total agricultural exports of grain and 
cotton are more than balanced by our imports of other agricultural 
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products not available domestically, such as coffee, tea, bananas, jute, 
as well as silvicultural manufactures such as pulp and paper. 

It is true that the tariff affects these commodities to a much lesser 
degree than manufactured goods. Some two-thirds of our imports 
come into this country duty tres. 

Why, then, the hue and cry about the insignificant volume of duti- 
me imports, amounting to about 1 percent of our gross national prod- 
uct 

From the national viewpoint their impact in our domestic produc- 
tion is practically nil. Were it evenly distributed among all the seg- 
ments of our economy, the die-hard protectionists would have no case. 

Since it is not—the percentage is larger in some cases and does create 
competition here and there, while most of our industry functions with- 
out any foreign competition in its domestic markets. 

Cases of oe are protected by antidumping laws, countervail- 
ing duties, escape clauses and, in some instances, by quotas, all for the 
benefit of special interests and not for the Nation as a whole. 

It is well to remember how little manufactured imports affect our 
economy. 

Only some 20 percent of wage earners in the United States work 
in the production industries. ‘The rest are engaged in transportation, 
selling, advertising, banking, service industries, and other allied 
pursuits. 

Imported manufacturers move through all the trade channels and 
provide profits and employment exactly in the same way as domestic 
products. 

Therefore, any dislocation due to successful volume imports of 
manufactured goods is restricted to the production line. 

Relocation of reemployment of 1 worker out of 5 is a lot better than 
the loss of 5 jobs, which would be the case if the restriction against 
manufacturing imports would be balanced by a corresponding loss of 
exports, this because workers employ the production line as well as 
all the other channels of trade. 

We cannot face a future in which our taxpayer will indefinitely 
make up the dollar gap between our exports and imports. 

A ihe of trade is the only sound approach, the components of 
such trade to include, of course, invisible exports and imports, con- 
sisting mainly of tourist expenditures and services. 

We cannot achieve the goal of a world at peace, trading its skills 
and materials free of Government controls, until we reach the point 
of unrestricted movement of currencies from one monetary area to 
another, and such a traffic is attainable only when a substantial balance 
of payments between trading areas is a reality. 

This can never happen if the creditor nations will continue to main- 
tain their so-called favorable trade balances. 

Once, however, a balance of payments based on trade, not on gifts, 
is achieved, the natural forces released will boost the trade levels to 
the great benefit of all participants. 

More important, trade, liberated from Government controls of 
money, will seek its markets competitively, freely, and will be a binder 
between nations and a deterrent to war. 

Interdependence is a force for peace. Withdrawal into watertight 
compartments of economic isolation is a seed-pot of war. 
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The foreign trade volume of the United States amounted to 253,- 
211,800 short tons and $26,876,100,000 in the year 1955, in spite of all 
the obstacles in the way of the foreign trader at home and abroad. 
What could it be with the removal of those obstacles ? 

It seems to me that time is past due for the formulation of a definite, 
permanent economic foreign policy on our part. 

It is urgent to recognize in such a policy that we offer more than 
lip service to the principles of a balanced trade. 

We complain, and rightly so, that other nations erect barriers even 
more complex than ours, by employment of tariffs, quotas, and mone- 
tary controls against our exports. But in honesty and justice—is it 
not done in self-defense? Is it not up to the strong to take the lead 
so as to emancipate the weak? Where manufacturing imports 
threaten some profits of a small segment of our industry, they could 
produce economic calamity and financial collapse in many of the other 
nations. 

Pending more drastic changes, let us work with tools at hand. The 
beneficial results of GATT have been amply documented. Why the 
quibbling and delay in enacting H. R. 5550 authorizing OTC? A 
recent fine report of the New York Bar Association has clearly con- 
firmed its constitutionality and the fact that the pending legislation 
does not confer any powers on OTC other than of administrative 
research and permanent liaison nature, typical of any secretariat. 

Anything we can do to remove international trade from control of 
bureaucrats—including our own—will have beneficial results, and of 
the many control methods, quotas appear the most amenable to pres- 
sures and discrimination. 

I do not plead for generosity on our part. I plead for an enlightened 
self-interest. 

We will have to live in a worldwide economy in all the days to come. 

Our domestic standards, nay—our very economic life—will depend 
upon a vast economic intercourse with many other nations. Let us, 
then, do our full share toward the end that we will trade with friends 
rather than compete with enemies. 

This whole subject has suffered through lack of proper illumination. 
Our educational institutions have not given it the widespread promi- 
nence it merits. 

It should properly be included in the curriculae of every department 
and not restricted to students of economics and allied sciences. A 
national-publicity program through all available media—chambers of 
commerce, service clubs, women’s clubs, lectures, forums, et cetera— 
should be instigated on a nonpartisan, patriotic basis to educate the 
citizen of today and tomorrow, the businessman, the worker—where 
the national interest lies. 

I have personally discussed it in private and in public addresses on 
numerous occasions and found a fairmindedness and willingness to 
forego individual advantage for the national good on the part of most 
listeners, once they were informed of the broad facts. 

It is my earnest belief that 95 percent of our people would be un- 
reservedly for a liberal, reciprocal foreign economic policy if they 
knew what it meant to the future of the Nation. 

You gentlemen in the Halls of Congress always hear the loud voices 
of the selfish few. You do not hear from the great mass of the people. 
Yet it is your duty in matters of national and international scope to 
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act as national legislators rather than in behalf of a small but vocal 
group in your constituency. - 

We have a Voice of America for foreign consumption. Why not its 
pet me for home education? Surely nothing could guarantee the 
establishment and continuity of an up-to-date foreign economic policy 
better than an enlightened electorate and its mandate to C ongress and 
the executive branch. 

Here is a public-relations job to be done of a magnitude and impor- 
tance beyond compare. We must first clearly chart our national course 
based on an enlightened public support; then we can lay it before the 
world and say “This is our goal and our road. Come with us and 
share the promise of a better life for all.” 

Mr. Harrison. Thank you very much, sir. 

Mr. Martin, do you have any questions ? 

Mr. E. Martin. Mr. Mora, in the light of your plea for education, 
I would like to ask a question. 

Is not your use of the 1-percent comparison of imports perhaps 
misleading? I know you did not intend it so, but you compare duti- 
able imports with gross national product, and dutiable imports, I 
guess, were between $5 billion and $6 billion last year, and gross na- 
tional product was $350 billion or $360 billion. So, I did not “question 
that as bad arithmetic, but I wonder if the statistical base is the best ? 

For example, is it not better to compare goods with goods? Your 
import statistics vee only to goods. Why ‘should they be compared 
with the American vacations or shoe shines or other services ? 

Mr. Mora. M: aie in this very short presentation, and short of 
necessity, I could not stress what I am trying to say, and that is that, 
I am trying to throw as much light on this subjec t as possible from the 
viewpoint of the balance of payments. Others who are very qualified 
have discussed various pros and cons of individual problems on rates 
or discussed what the laws say, and so forth. 

From our national viewpoint, if we do not achieve balanced trade, 
we have only 1 of 2 choices: Either we will have to scale our exports 
down to our import level, or we will have to keep dealing away the 
difference. I think they are both better alternatives. I think ‘from 
the financial viewpoint, and from the balance-of-payments viewpoint, 
we have to take all these component parts as part of the movement of 
money, whether it is paid for services or spent gratuitously abroad, 
or whether it is paid for goods. 

As long as you are not going to have free movement of money you 
are going to have bureaucrac y and politicians controlling trade, and 
that is bad. 

Mr. E. Martin. What I wanted to get across was that it seems to 
me that we might be giving the Members of Congress a misleading 
impression in this 1- -percent statistic. If we are going to make a 
statistical comparison, it would seem to me we should compare the 
imports of goods with the domestic production of goods. I do not see 
why we should limit the imports to the dutiable goods when the free 
goods give just as much imports, and give more foreign exchange 
than the dutiable goods, in fact. 

Mr. Mora. I had this particularly in mind, Mr. Martin: Actually, 
our dutiable imports were only a little over $4 billion; it is close to 
1 percent. Now, the problem ‘of balancing our imports and our ex- 
ports is not so large as it appears to be. Probably $2.5 billion or 
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$3 billion a year would do it, because the invisible imports are account- 
ing for a couple of billions a year already currently. In our relation- 
ship to the domestic economy it is a very small matter, and I am 
trying to compare the worst of our import picture—the one to which 
there is substantial objection. Nobody objects to the imports of 
bauxite because we need it, and nobody objects to the importation of 
chromite. ores or manganese because we need it, but the objection is 
always when it comes to manufactured goods. I checked that out for 
a financial comparison with the volume of business. 

Mr. E. Martin. There are a good many manufactured goods on the 
free list also. 

That is all, Mr. Chairman. 

Mr. Harrison. Mr. Morrison, do you have any questions? 

Mr. Morrison. Mr. Mora, am I correct in understanding that you 
approve generally of foreign-trade policies that have been pursued 
for the past 20 or 25 years, and which are at present in effect, but 
have nothing specific to suggest in the way of an amendment to these 
policies ¢ 

Mr. Mora. You are quite right. I would like, personally—but it is 
a dream, and I know it—to see the whole tariff laws scrapped and 
written all over again. 

Mr. Morrison. But in general you have no criticisms or suggestions 
to make as regards the administration of our present policy, or an 
amendment of the laws under which the policy is carried on? 

Mr. Mora. No. 

Mr. Morrison. I have no further questions, Mr. Chairman. 

Mr. Harrison. Thank you very much for your appearance and the 
information which you have given the committee. 

Mr. Mora. Thank you, sir. 

Mr. Harrison. Is Mr. Edwin Wilkinson in the room? 

(No response.) 

The next witness will be Mr. Toby E. G. Brunner. Mr. Brunner, 
you may come forward. 

I understood that Mr. Wilkinson wanted to file a statement which 
is the reason I called him. It was my understanding that he did 
not desire to testify. 

Mr. Brunner is secretary of the Council for Improved United 
States-Japanese Trade Relations. 

We are very happy to have you with us, Mr. Brunner. 

You may proceed in your own way. 


STATEMENT OF TOBY E. G. BRUNNER, SECRETARY, COUNCIL FOR 
IMPROVED UNITED STATES-JAPANESE TRADE RELATIONS 


Mr. Brunner. Thank you very much, sir. 

I am Toby E. G. Brunner, secretary of the Council for Improved 
United States-Japanese Trade Relations, having its offices at 815 
15th Street NW. The council is interested in a continuing develop- 
ment of mutually beneficial trade relations between the United States 
and Japan, and welcomes this opportunity to help— 
develop in a direct and practical way the significance of international trade 
* * * to the American economy * * * its particular segments * * * [and] the 


impact of imports on our domestic economy and the criticisms which have 
been made of the present statutes and the administration thereof. 
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United States trade policy regarding Japan and the United States 
national interest is the first phase I wish to mention: 

The strategic importance of Japan’s continued economic solvency 
and of her trade relations with the United States is better understood 
today than a few years ago. Conscientious men in public life in both 
the United States and Japan have shown a splendid appreciation of 
the importance of the new partnership of the two political and eco- 
nomic systems. It is an everlasting tribute to the United States Con- 
gress and the executive branch of the Government that between 1945 
and July 1951 about $2.1 billion of American aid was allocated for 
rehabilitating Japan’s war-shattered economy and helping her re- 
establish her major means of livelihood; namely, foreign trade. As 
indication of the imperative necessity of trade for a country having 
a big population and scarce resources, about 10 percent of Japan’s 
gross national income is payments and receipts from abroad. 

Of special importance to helping Japan earn a living in the free- 
world economy were two United States-endorsed treaties, both very 
pertinent to the issues of these hearings. One was the Japan-United 
States treaty of friendship, commerce, and navigation, ratified only 
3 years ago, and the other was the General Agreement on Tariffs and 
Trade, in which Japan’s participation was sponsored by the United 
States. 

The treaty with the United States perhaps symbolized the most 
important feature of the friendly, sensible relations between the two 
Pacific allies. Before World War II, Japan’s trade with the United 
States and southeast Asia amounted only to about 20 percent of the 
total volume in each area and was comparatively in balance. But in 
the postwar period, with the loss of the big China market, there has 
been twice as great a dependence on imports from the United States, 
while the United States demand for Japanese exports has remained 
at relatively the same level. Thus, even with a substantial boost in 
exports since 1953, after a domestic retrenchment policy and an up- 
surge in its international business, Japan’s trade with the United 
threaten to undermine the necessary and, on the whole, very profitable 
deficit. Moreover, two serious developments of recent months now 
threaten to undermine the necessary and, on the whole, very profitable 
treaty and commercial relationship that has linked Japan with the 
United States and the free world. 

One has been the exaggerated charges directed against various 
Japanese imports into the United States. The other, a result of the 
first, is the violation of the Japan-United States treaty of friendship, 
commerce, and navigation by certain State laws, local legislation which 
occurred in the miasma of anti-Japanese import publicity. This pub- 
licity is definitely against the existing realities of the United States 
trade policy and contrary to the national interests of both the United 
States and Japan. 

As a result of the growing publicity against Japanese imports are 
at least 5 misconceptions which do not broaden understandings of 
the other 2 subjects of these hearings, that is, improving trade pat- 
terns and reevaluating the trade agreements program. These mis- 
conceptions are: 

1. absurd charge that Japanese business intentionally concen- 
trated certain exports, particularly some cotton textiles, with a view 
to taking over that market in the United States. 
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2. A widespread opinion that Japan is not effectively checking the 
volumes of exports which are especially competitive with United 
States products. 

3. The idea that Japan depends too much on textile exports to the 
United States. 

4. The recommendation that Japan should not be so dependent on 
the United States as a market. 

5. The suggestion that Japan’s business with the United States 
could be balanced ‘satisfactorily if Japan exercised more import re- 
strictions or if she were allowed to trade more freely with the Commu- 
nist countries, or both. 

In these arguments against Japanese imports, a whole constellation 
of important economic questions are raised, from foreign trade theory 
to consumer interests. For the purpose of these hearings, however, 
these arguments can be answered briefly with reference to present 
trade patterns, to which I would address myself now: 

In examining Japan’s trade pattern with the United States, par- 
ticularly with reference to controversial imports, it is perhaps useful 
to reiterate these basic facts: First, since both Japan’s raw material 
resources and domestic market are limited, she must trade abroad to 
feed her people. In the postwar era, Japan is not even self-sufficient 
in food resources. 

Second, the staple foodstuffs and raw materials—coal, iron, and 
raw cotton—for which Japan has come to depend heavily on the 
United States are not converted into manufactured commodities 
mainly for export to the United States, but are sent on principally to 
various Asian markets, especially the sterling area. 

Third, as a ratio of foreign trade to national income, the volume of 
Japan's foreign trade is only about half the prewar average 1934-36. 

As the key to Japan’s future, the last problem, foreign trade, is 
under constant consideration by all Japanese officials and business- 
men; and their objective at all times 1s economic cooperation and 
expansion into less developed markets, not ruinous competition with 
her trading partners. 

As for the composition of foreign trade, the principal Japanese 
export is still textiles. But very important is the downward trend 
of these as the major export category. From 1929-36, the value share 
of all textiles in Japan’s exports declined from 69 percent to 53 per- 
cent, while in 1955 it was 37 percent. Metal goods and machinery as 
a value share of total exports rose from 4 percent in 1929 to 14 percent 
in 1936, and in 1955 reached 31 percent. 

This shift from textiles is explained by a variety of historical 
factors, such as the rapid decline in the overseas raw silk market, the 
considerably reduced postwar trade in cotton textiles and the gradual 
technological development of Japan. 

But in today’s planning, Japan recognizes that the underdeveloped 
markets of Asia are potential outlets for products other than textiles, 
and much attention is being given to improving industrial standards 
and making Japanese products other than textiles competitive in 
fertile markets with products of the most prosperous western 
industries. 

About 20 percent of Japan’s gross national product represents 
capital investment. However, an adequate investment and factory 
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modernization program requires adequate foreign exchange, and 
Japan cannot do this without its United States trade. 

n a free world trading position it would not be possible economi- 
cally, nor feasible politically, to try to replace extensively the United 
States raw material exports to Japan with imports from Communist 
China. Even in last year’s record trade, Japan was only the fifth 
major supplier of exports to the United States. 

As for curbing imports, during the past 2 years, successful measures 

have been taken in keeping raw material inventories low, in making 
technological innovations such as blending domestic and impo 
coal and substituting sulfated residue in place of imported iron ores, 
and in cutting sharply imports of nonessentials such as liquors and 
automobiles. 
As for Japanese exports to the United States, the major category of 
items is textiles, followed in value by foods and beverages, metal and 
metal products, toys, plywood, ceramics, sewing machines, and miscel- 
laneous categories valued at less than $10 million each. 

Of the goods shipped in 1955, textiles, as the leading item, presents 
a sort of case study of the American market for these products, of 
Japan’s united business and Government efforts to control excessive 
competition with American industry, and the publicity attack on 
Japanese products by domestic interests. 

Of total United States imports of cotton textiles last year, amount- 
ing to $124 million, only $60 million, or less than one-half, came from 
Japan. The total volume of cotton cloth, 115 million square yards, 
was only slightly over the volume imported in 1937. The increased 
demand for Japanese products was due predominantly to the upsurge 
in cotton textile products and sales in the United States during 1955 
and 1956. The domestic cotton products industries, in spite of 
steadily rising production and earnings, publicized extensively that 
Japanese imports, in particular, constituted a threat to the entire 
domestic industry. It was true in 1955 that American buying—and 
not Japanese sales being “targeted” as ridiculously implied by some 
interests—was particularly heavy in certain lines, particularly in 
ginghams, velveteens, and cotton blouses. 

Thus last fall the Japanese Government, with the cooperation of 
Japanese industry, adopted a quota ceiling, administered by export 
licensing, of 150 million square yards of cotton cloth and 2.5 million 
dozen blouses, both figures substantially lower than the rate of export 
buying at the time. Last April the blouse quota was cut further 
to 1.5 million; and estimates now appearing indicate that Japan’s cot- 
ton textile exports will be perhaps 17 million yards less than the 
announced 150 million quota. 

In line with its policy of restoring the Nation’s foreign trade by 
encouraging diversification and orderly adjustments to the changed 
postwar overseas market, the Japanese Government extended export 
controls this year to 22 different products shipped to the United 
States. Some American industries, however, have not been satisfied 
with these Government-enforced controls, and are opening even wider 
anti-Japanese-product campaigns. These campaigns minimize the 
reliability of Japan’s controls, her extensive purchases of United 
States products—over a million bales of cotton this year, for ex- 
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ample—and omit any analysis of internal failures and mismanage- 
ment of so-called weaker domestic industries. 

The Council for Improved United States-Japanese Trade Rela- 
tions feels, therefore, that any changes in American-Japanese trade 
should be along the lines of expansion, not restriction, within an at- 
mosphere of cooperation and adjustment as business grows. 

Mr. Harrison. Thank you very much, sir. 

Mr. Martin, do you have any question ? 

Mr. E. Martin. Mr. Chairman, I have just 1 or 2 questions: 

Mr. Brunner, about the State laws which you say violate the Japan- 
United States Treaty of Friendship, the FCN treaty, are those laws 
actually being enforced ? 

Mr. Brunner. There are conflicting reports on that both in the trade 
journals and in the regular press, but the effects have been one of 
intimidation. I, myself, visited South Carolina in April of this year 
about 3 or 4 weeks after the law in South Carolina became effective, 
and at that time the main effect was intimidation. A number of 
merchants told me that their business required glass-smooth relations 
with their public; and that while they did not expect any enforcement 
of the law on then-existing inventories, they would not reorder inven- 
tories of Japanese textiles so as to avoid the possible embarrassment 
of the sign posting laws. So, I would say that, from my own observa- 
tion, so far there has been no formal enforcement but there has been 
an effect on business as a result of these laws. 

Mr. E. Martin. What I really wanted to know was whether there 
had been any judicial determination as to whether the laws violated 
the treaty. I understand your right to assert they do, but I guess such 
a matter is for final decision of the courts; is it not ? 

Mr. Brunner. Yes, sir. 

Mr. EF. Martin. I wonder if there has been any such determination? 

Mr. Brunner. According to my information—and I have not been 
in any of the States in which the law has been passed since April— 
there has been no judicial contest of these laws, but that is according 
to the best information I have today. 

Mr. E. Martin. That is all, Mr. Chairman. 

Mr. Harrison. Mr. Morrison, do you have any questions? 

Mr. Morrison. Mr. Brunner, have you any information on the pro- 
ductivity of labor in various Japanese industries ? 

Mr. Brunner. I have only some general information, sir, on the 
productivity of the cotton textile industry, and that information is 
in considerable conflict with the information that has been publicized 
here, particularly in the Daily News-Record by American textile 
interests. 

One reason for the difficulty in obtaining stable comparative statis- 
tics on this is because the organization of the plants, and their opera- 
tions, is considerably different. I might mention, for example, that 
the Japanese have approximately 385,000 looms in operation at the 
present time in producing cotton products, which is almost the same 
number that the United States has. However, actually in Japan all 
of these looms are operating only on a one- or two-shift basis; whereas, 
in the United States most of these are operating on a three-shift basis, 
and actually Japan’s total output of cotton cloth in the past vear has 
only been about one-fourth of the output here in the United States. 
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We have had great difficulty trying to stabilize these statistics and 
what statistics that are available have been subject to broad generali- 
zation without refinement, but I should be glad to try to refine them 
for the cotton textile industry and any other industry in which you 
might be interested, sir, and send them to the subcommittee. 

Mr. Morrison. Well, I was wondering particularly as to what other 
sector of the American economy might have the same circumstances in 
meeting competition from low wage labor in Japan as have some sec- 
tors of the textile industry ? 

Mr. Brunner. Yes; it is a very important question, undoubtedly ; 
but, again, when one speaks of “low wages” in Japan, of course, it is 
really relative to the point that Japan has a per capita income only 
of about one-tenth of that of the United States which explains im- 
mediately why on a dollars-and-cents basis their wage level is much 
lower than the American wage level. 

I am just noting that phrase—“low wage” level—because it is sub- 
ject to a lot of misapplication and misinterpretation; and, further- 
more, Japanese factory organization and employment practices enter 
into this issue. 

The Japanese generally employ far more people in most industrial 
operations than we do in the United States. That is due partly to 
employment pressure and to the traditional relationship between 
Japanese management and their labor, and so on; in other words, to 
sociological factors, and not merely business economic factors. 

So, in analyzing the problem of which industries in the United 
States might feel that they have a wage-cost disadvantage in com- 
peting with Japanese industries, what I want to say is that some 
effort should be made to determine—going back to your first ques- 
tion—the productivity and the number of employees engaged in the 
particular industries. 

Mr. Morrison. But, as you know, it is alleged here frequently that 
there has been eiudaenk into Japan facilities and techniques that 
make their labor approximately as productive as ours in many lines. 
I am sure any information you could give us which was authoritative 
on these matters would illuminate the questions being considered here. 

Mr. Brunner. I shall send a letter to the subcommittee, sir; and I 
would only add at this point that I am doubtful, frankly, if there is an 
overall advantage in many lines. I certainly want to try to get a full 
and accurate picture on that for the subcommittee. 

Mr. Harrison. Is there in negotiation now an agreement having to 
do with a voluntary quota by Japan on textile exports ? 

Mr. Brunner. I have no information on that, sir. I tried to obtain 
that only yesterday, as a matter of fact, from the commercial officers 
at the Japanese Embassy, and was told there was not anything that 
could be stated officially at this time, other than the principles which 
Japan intends to adhere to in regard to its export-quota program. The 
principle is the one that has already been established, a voluntary 
Japanese Government enforced quota which will definitely be con- 
tinued through 1957. 

Mr. Harrison. Would you repeat that? I did not quite hear you. 

Mr. Brunner. I say that the only statement I got from the com- 
mercial officers at the Japanese Embassy yesterday as to whether or 
not some arrangement on export-quota controls is being worked out 
is that the Japanese Government and the Japanese industry will 
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adhere to the present voluntary Japanese Government-enforced ex- 
port-quota program through 1957. 

Mr. Harrison. Would you mind repeating that last part? 

Mr. Brunner. Not at all. The only information I have is what I 
have ben able to obtain from the Japanese on their export-control 
program ; and the official information they said could be given out at 
this time at the Embassy is that the Japanese Government will con- 
tinue through 1957 its present voluntary export-control program. 

Mr. Harrison. I notice you have emphasized several times the word 
“official.” 

Mr. Brunner. Yes. 

Mr. Harrison. Is it a fact that an agreement has been reached ? 

Mr. Brunner. That returns to your question. Did I understand 
you to ask: Did I have any information as to whether or not negotia- 
tions were being conducted ? 

Mr. Harrison. I understood the negotiations were being conducted. 
I just wondered if they had reached an agreement. 

Mr. Brunner. Not as far as I know, frankly, for I know nothing 
about the negotiations themselves. I did not even know that there 
was a possibility of an agreement being worked out on that basis. 

Mr. Harrison. But the policy of the Japanese will be to continue 
through 1957 the same voluntary quota restrictions they are now 
pursuing ; is that correct ? 

Mr. Brunner. Yes, sir; that is correct. The reason I asked the 
commercial officers at the Japanese Embassy this question yesterday, 
September 25, is because Mr. Grier, the president of the American 
Cotton Manufacturers Institute, was quoted, I believe, in the Journal 
of Commerce September 24, Monday, stating that some type of agree- 
ment to which you apparently are referring was about to be reached, 
and since I had no such information I asked the commercial officers 
ef the Japanese Embassy if any official information had been given 
out. 

Mr. Harrison. I saw something in the paper, too—which is the 
reason I was asking about it—to the effect that a new agreement was 
in the making. Your information is that whatever agreement is to 
be made will be a continuation along the present lines? 

Mr. Brunner. Yes. That was what I was told was the only offi- 
cial statement that the Japanese Embassy could give at this time. 

Mr. Harrison. And that is your source of information; your un- 
official source? 

Mr. Brunner. Yes, sir; it is. 

Mr. Harrison. Thank you very much. We thank you very much 
for your appearance. 

Mr. Brunner. Thank you. 

(The following additional information was received for the 
record :) 


COUNCIL FOR IMPROVED UNITED STATES- 
JAPANESE TRADE RELATIONS, 
Washington, D. C., October 15, 1956. 


Hon. Hate Boses, 

Chairman, Subcommittee on Customs, Tariffs, and Reciprocal Trade 
Agreements, Committee on Ways and Means, Washington, D. C. 

Dear Stir: At the time of Mr. Brunner’s testimony on behalf of this council, 

on September 26, Mr. L. A. Morrison requested additional data relating to the 

labor productivity of Japanese industries. In response to that request, there 
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are enclosed translations of two recent Japanese papers bearing upon the sub- 
ject. They are: 

1. Supplemental Statistics on Japanese Cotton Textile Production 1955-56, 
prepared by the research department of the All-Japan Cotton Spinners Associa- 
tion. 

2. White Paper on the Industrial Technology of Japan, issued by Japan’s 
Ministry of International Trade and Industry. 

We believe that these documents may be helpful to the subcommittee in 
assessing Japan’s production potential. 

The council would also like to place on record the following comments with 
regard to the escape clause, section 7 of the Trade Agreements Extension Act of 
1951, as amended. 

THE ESCAPE CLAUSE 


General.—The escape-clause procedure as laid down by the Congress is intended 
not only to afford relief to American industries which are seriously injured or 
threatened with serious injury in consequence of tariff reductions, but is also 
designed to protect American consumers through the systematic and impartial 
examination by the Tariff Commission and the President of the claims of injury 
or threat of injury. In the same spirit, the procedure leading to tariff reduc- 
tions by international agreement has been elaborately designed to provide full 
hearing to all interested parties and a methodical and impartial weighing of all 
the United States interests affected before decisions are reached. 

American producers seeking protection from competition of imports are prone 
to disregard the major United States public interest served by those procedures 
by taking their case directly to the Congress and the executive branch. It is of 
interest in this connection that, despite the clamor in recent months by the Ameri- 
can textile industry about Japanese competition, only four applications were 
made to the Tariff Commission under the escape clause—cotton blouses (later 
withdrawn), pillowcases, ginghams, and velveteens. The question inevitably 
arises whether the textile industry is willing to submit its case to methodical 
and impartial scrutiny, a question given cogency by the excellent profit position 
of the United States textile industry as a whole. Furthermore, an important 
question of United States public policy is raised as to whether other forms of 
relief which complaining producers may seek are compatible with the interests 
of the American consumers, with the interest of American exporters and with 
the interest of the American people as a whole in promoting healthy world trade. 

Voluntary self-restraint on the part of Japan and other foreign suppliers to 
the United States market is doubtless a wise policy under present circumstances. 
It is to be hoped that such measures—along the lines outlined in the note of the 
Japanese Embassy to the Department of State, dated September 27, 1956—will 
alleviate the fears of American textile producers and eliminate any possibility 
that more drastic relief may eventuate through United States quotas or tariff 
increases. The United States has no control over voluntary actions by foreign 
suppliers; so long as they are truly voluntary, they present questions of public 
policy for the foreign governments concerned, not for the United States. There 
is, however, a grave question of United States public policy, which the subcom- 
mittee will no doubt wish to consider, whether the United States Government 
should provide or participate in any forms of relief from threats of foreign com- 
.petition which do not involve the public, systematic and impartial investigation 
of claims of injury. 

Injury and industry.—In an attempt to quiet the tides of protectionism, which 
have been running strong of late, the 84th Congress redefined the key elements 
of “injury” and “industry” in escape-clause legislation. There is danger that 
new amendments, depending on how they are interpreted by the Tariff Com- 
mission, may remove all equity from the escape-clause investigatory process, 
which already tends to favor the American producer. 

The definition of “injury,’? as revised in 1956, is construed by claimants for 
relief to maximize the likelihood of action adverse to imports by minimizing the 
need for causation between increased imports and the alleged damage suffered by 
the domestic injury. Thus, if the legislation is not carefully administered, im- 
ports can be made to pay the penalty for injury actually caused by factors un- 
related to the imports themselves. Although such was surely not the intent of 
Congress, the new concept of injury appears to encourage unfounded claims of 
damage by producers whose difficulties are primarily the result of changes in the 
domestic situation. The subcommittee will certainly wish to reexamine this 





862 CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 


facet of the escape-clause framework with a view to bringing it more into accord 
with the American traditions of fairness and justice. 

Over the years of escape-clause administration, the Tariff Commission had 
evolved a sensible and workable definition of “industry.” A minority of pro- 
ducers was not considered an industry nor was production of one isolated item 
considered to be an industry in and of itself unless it was in fact entirely un- 
related to other production of the same producers. Congress, however, in 1956 
so amended the legislative language that all prior benchmarks had to be discarded. 

The new amended definition of “industry,” unintentionally but in effect, became 
an invitation for a single producer to claim injury by imports to a single product 
(perhaps of many) which could, in some way or another, be differentiated from 
like items in the American market. For instance, we have the example of one 
United States producer of pillowcases demanding escape-clause relief because it 
happens to be the only manufacturer of pillowcases similar in cloth construction 
to the imports. This, despite the fact that the United States sheet and pillowcase 
industry is generally prosperous and is not complaining. Furthermore, the over- 
all profits of the applicant concerned have markedly increased over the past 2 
years during which pillowcase imports have increased. 

An wnduly literal construction by the Tariff Commission of the newly revised 
statutory definition of “industry” could bring about the anomalous situation 
whereby the exceptional escape-clause procedure would utterly defeat the essen- 
tial purpose of the entire trade-agreements legislation. 

The Council for Improved United States-Japanese Trade Relations would like 
to take this occasion to thank the chairman and the subcommittee members for 
this opportunity to advance our views and for the courteous hearing granted us. 
We sincerely wish the subcommittee all success in its efforts to clarify United 
States foreign-trade policies. 

Very truly yours, 
NELSON A. STITT, 
Exccutive Director. 


Wurtre Paper oN THE INDUSTRIAL TECHNOLOGY OF JAPAN 


THE PRESENT SITUATION OF JAPANESE INDUSTRIAL AND MINING 
TECHNOLOGY 


Compiled by the Ministry of International Trade and Industry, Tokyo 


CrapTER I. TRANSITION OF THE PRODUCTIVITIES OF THE KEY INDUSTRIES IN JAPAN 


AND COMPARISON OF THE PRODUCTIVITIES WITH THEIR COUNTERPARTS IN FOREIGN 
COUNTRIES 


SECTION 1. TRANSITION OF JAPANESE TECHNOLOGY AND COMPARISON OF IT WITH THE 
INTERNATIONAL LEVEL OF TECHNOLOGY 


In this chapter, we have tried to give detailed statistical data on the postwar 
transition cf the productivities of Japan’s key industries and a comparison of 
the productivities with the counterparts in foreign countries and at the same 
time to explain the main reasons for the transition as technically as possible. 

We selected the following industries as objects for discussion in this ehapter: 

Resource industries: Coal and copper; 
Processing industries: Automobile, ball bearing, textile, rayon, staple 
fiber, and paper; 
Plant industries: Electric power, pulp, iron, cement, aluminum, ammonium 
sulfate, and soda. 
and thus discuss the material basic unit and the labor productivity of each 
industry in the branch of production. 
Furthermore, we have attempted to make an international comparison of the 


coal, automobile, iron, textile, aluminum, cement, electric power and pulp 
industries, 


1. Coal-mining industry 


After the war, the coal-mining industry in Japan for a time operated on a 
priority production program. After that, in the process of rationalization, it 
fell into extreme depression especially on account of the decrease of demand and 
the lack of funds caused by the end of the Korean war. This condition of 
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extreme depression is forcing the industry to slow down in carrying out its 
modernization plan with its emphasis on the excavation of shafts. 

ln this period, the industry succeeded in improving the inside mechanization 
of mines, and the efficiency of the coal-mining was increased due to the adoption 
of the Cappe coal-mining process. But there is still a need for further improve- 
ment. 

(a) Transition of labor productivity inside the country.—As is seen in table 
2-1, the labor productivity in the industry has been tremendously improved. 
It can be explained by the rationalization of equipment and the close of in- 
efficient mines causing the concentration of production in the most efficient 
mines. 

The essential rationalization-mechanization program started in 1950. The 
mechanized operation of the coal face was much simplified by the introduction 
of the Cappe coal-mining system, which uses the Cappe and iron pillar technique 
to maintain the coal face and it led to the rap.d adoption of several types of 
highly efficient coal-mining and transport equipment. 

Outside of the coal face, the efficiency increased by the adoption of iron pillar 
to hold the gallery and the workers’ “portal to portal’ time was reduced by 
the improvement of the transportation facilities. 

And from December 1951 to December 1954, approximately 150 inefficient 
mines were closed and the number of miners was reduced by 76,000, causing an 
increase of coal production per coal face. 

The labor productivity in 1954, 12 tons per person per month, is not more 
than 65 percent of the labor productivity of 1933-35, 17.8 tons per person per 
month. However, taking into consideration the reduction of working hours, 
deterioration of natural conditions due to the deepening of coal-mining places and 
other elements, it can be assumed that the present coal-mining efficiency during 
the actual working hours inside the coal face have already surpassed the prewar 
standaril. 

(b) International comparisons of labor productivity—Table 2-4 shows a 
eomparison of the labor productivity of Japan with the key coal-producing 
countries with regard to the amounts of coal mined by a worker pvr day. 
As is seen in the table, the labor productivities of the countries such as United 
States of America, Canada, and Australia are the highest, then come next the 
member countries of ECSC, such as England, Germany, France, and Belgium; 
and Japan’s producti:ity, one of the lowest, is not more than half of the 
figures attained by the European countries. 

It is generally understood that labor productivity is greatly influenced by 
the natural conditions as well as technical conditions in the coal-mining in- 
dustry. And the main reasons for Japan’s low productivity are explained as 
follows: 

(1) Difference in the natural conditions inside the shaft: Though the shallow, 
average depth of Japan’s coalfields, approximately 300 meters, seems to be 
creating more favorable conditions compared with 130 meters of United States 
of America, 350 meters of England, 450-500 meters of France, and 750 meters of 
Germany (Ruhr), in reality, nevertheless, the productivity is influenced by 
the conditions inside the shaft rather than the depth itself. The coalfields in our 
country are low in quality, rich in dislocation and fold, and in many cases con- 
tain water and combustible gases. These elements obstruct further mechani- 
zation of coal mining and transportation facilities and require extra energy for 
shaft maintenance. Japan’s low amounts of the deposited coal per coal-district 
area, compared, for instance, with the Ruhr, constitutes one of the handicaps 
for the coal-mining industry of Japan. 

(2) Difference in exploitation method: Many of Japan’s coal mines have 
adopted the oblique-gallery excavation method due to the natural conditions in 
the coal beds and poor capital reserve, and even at present about 90 percent of 
coal is produced from the oblique gallery. In foreign countries, they adopt the 
shaft method, thus intensifying the coal production, and at the same time try to 
inerease coal-production efficiency by shortening the shaft. Japan’s low-labor 
productivity is the cumulative result of the above-mentioned elements. 


2. Copper-mining industry 


After the war, the copper-mining industry in Japan could not expect large- 
scale copper production due to insufficient mining activities during the war, suffi- 
cient stocks of copper in the market at the time and other business considerations, 
and therefore, 50-55 percent of the supply came from stocks on hand. But since 
then, the industry has transferred its dependence gradually to mining production 
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and carried out a rationalization plan in every branch of production, namely, 
readjustment of the pit face, improvement of mining method, mechanization of 
the pit and modernization of the superannuated equipment. 

In this period, production has increased well to meet the demand and on the 
other hand the number of the workers has not increased, thus indicating an im- 
provement of productivity. 

(a) Mining branch.—Labor productivity in the mining branch (the amount of 
the crude copper mined by a worker per day) has, as is seen in table 2-6, tre- 
mendously increased since 1952, mainly due to the improvement of mining methods 
and mechanization of mining work inside the pit. Table 2-7, indicating a com- 
parison of the efficiency attained after the new mining method was adopted re- 
cently, clearly shows that there has been a certain improvement in every form. 

The elements which helped increase productivity are, first, the progress of 
mining technique which has made more efficient setting of pit face possible, the 
improvement of blasting methods, the increase of rock drilling efficiency and the 
mechanization of transportation facilities. 

The penetration of the modern control methods such as of work control and of 
labor (setting of work standards, education of foremen, etc.) introduced on a large 
scale after the war has had noticeable effects upon pit operations relying heavily 
on labor. 

(b) Refining branch.—Table 2-8 shows the transition of the principal raw 
material basic units and labor productivity in the refining branch. 

In the first place, the amount of fuel consumed per electric copper ton was, as is 
noticed from the table, considerably reduced mainly due to the improvement of 
quality of the copper ore. Due to the improvement of selection technique, the 
quality of refined domestic ore has been improved from 7.8 percent to 14 percent 
during 1947-54, thus causing a reduction of the fuel unit. 

While the improved quality of the ore much helped the industry in raising the 
actual yield percentage, the improvement of operation ratios led to a reduction 
of the amount of electric power consumption. 

Labor productivity in the refining branch (the amount of electric copper pré- 
duced by a worker per month) increased by 230 percent during 1948-54, chiefly 
due to the improvement of operation ratios. 


8. Automobile industry 


The automobile industry of Japan, taking the opportunity for resumption of 
passenger car production and assemblying of foreign cars, has attained certain 
technical progress recently. However, in comparison with the first-class automo- 
bile-producing countries, Japan’s industry is much smaller in scale and has 
certain technical weaknesses. 

As the transition of the productivity of Japan’s automobile industry is at 
present under investigation, we confine our discussion to a comparison between 
the automobile industries of Japan and the United States in connection with 
the gasoline engine passenger car and truck chassis production, and a study 
of the present position of the industry. 

The technical standard of the automobile industry chiefly depends on the 
scale of production, and so naturally attention must be paid to the big difference 
in scale between the industries of Japan and the United States. 

(a) Labor productivity—The direct man-hours for producing an ordinary 
truck chassis in Japan as of 1951 was 350 man-hours, but in 1954 this was re- 
duced by 28.5 percent to 250 man-hours. This is about double the figure attained 
by the United States, but in the case of passenger-car production, United 
States labor input is not more than 70 man-hours and Germany’s Volkswagen 
takes 80 man-hours, comparing with Japan’s 300 man-hours. This big gulf in 
productivity between the passenger-car industries of these three countries is 
explained by the fact that Japan’s industry is still underway in development 
and needs many labor hours for the pressing process in body manufacture. 

(b) Basic unit of material.—In the case of ordinary gasoline truck-chassis 
production, the proportion of the weight of a finished car to the weight of the 
raw material input is 65 percent for Japan and 75 percent for the United States. 
This difference in proportion is due to the difficulty in getting material proper 
in size and the uneven quality of the material in the case of Japan’s industry. 

As for the processing equipment, the United States uses highly productive, 
non-cutting-processing machinery such as presses which help the industry con- 
siderably in raising labor productivity. Furthermore, there is a difference in 

composition of cutting-processing machineries, as is seen in table 2-10 which 
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shows an extremely high productivity for the United States industry as com- 
pared with the Japanese. 

In Japan’s industry, an average of 1.6 persons are attached to a unit of 
equipment, while 3.9 persons are attached to a unit of equipment in the 
United States. It is due to the fact that the Japanese operate a one-shift 
system, while Americans use 2 to 3 shifts systems in the principal branches, 
and therefore actually there is no big difference in the number of workers 
attached to the average unit of equipment between the two industries. How- 
ever, taking into account the labor productivity, it seems that efficiency per unit 
of equipment in the United States industry is far greater than its Japanese 
counterpart. 


4. Ball-bearing industry 


In the few years after the war, the ball-bearing industry of Japan was in the 
condition of extreme depression due to the unadvantageous objective situations 
such as the reparations problem and the decrease of demand. However, taking 
the opportunity of resuming pasSsenger-car production and expansion of the 
related industries such as automobile and electric machinery industries caused 
by the outbreak of the Korean war, the rationalization with the emphasis on 
the modernization of superannuated equipments started around 1951, leading to 
an increase of production. 

Though the industry is being forced to operate small-scale production due to 
the limited market, the rationalization thus carried out is having considerably 
good effect. 

The basic unit of ball-bearing steel, a key material, was reduced by 30 percent 
during 1951-53 due to the improvement of the material quality and the rise of 
efficiency and decrease of inferior products. 

The ball-bearing makers have strengthened the screening of the key material, 
ball-bearing steel, upon procurement, thus trying to exclude the material of 
inferior quality, and on the other hand the steelmakers have succeeded in im- 
proving the quality of their product. As a result, the percentage of inferior 
qualitied material has been reduced as is seen in table 2-12. 

The percentage of the finished goods of inferior quality by precision degree 
was reduced (table 2-13) due to the adoption of high-precision lathes and thor- 
ough quality control. These developments together with the improvement of 
the quality of the material, helped to improve the basic unit. 

The basic units of electric power and heavy oil were reduced due to the above 
reasons as well as the rationalization of manufacturing and heat treatment 
processes. 

A considerable reduction of labor hours, especially in the cutting and polishing 
branches, is noticeable in table 2-14. 


5. Cotton spinning and weaving industry 


(a) Transition of labor productivity.—As is noticed from table 2-15, the pro- 
duction efficiency and the labor productivity in the spinning and weaving proc- 
esses have shown a steady improvement except during the Korean war. 

The cotton industry of Japan strengthened its equipment capabilities to expand 
its production of both the spinning and weaving branches. 

As table 2-15 indicates, though during this period the amount of production 
per spinning machine did not show a very remarkable increase under the impact 
of special economic reasons such as the curtailment of operations, the industry 
carried out improvement of the equipment without increasing the number of 
workers. The main reason for the improvement of the labor productivity is, 
therefore, adoption of the more efficient machinery rather than any rise of the 
operation ratio. Also, the improved quality of raw cotton as well as improved 
skill of the workers has helped the industry raise productivity. 

As for the equipment, the industry proceeded with postwar renovation em- 
phasizing improvement in quality. It has raised its efficiency in the following 
way. 

The spinning braneh has been gradually equipped with representative modern 
machinery such as the automatically adjusted cotton feeder, single-process cotton 
gin aiming at the automation of the lapping process, and automatic card strip- 
pers. In the weaving branch, the automatic loom with cap change, automatic 


weft winders, automatic sizing machine, and the automatic warpers have become 
Widely used. 


83979—56—pt. 221 
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These automized and efficient machines along with the adoption of a system of 
large packages and a high draft are regarded as the important factors in the 
rise of the productivity. 

The quality of raw cotton, measured by the average length of the fiber, has 
been improved from 154g inches to 114g inches, thus helping the industry to reduce 
the labor hour input. 

The average length of service in the cotton industry workers has a tendency 
of gradually extending, which is helping the industry to improve labor efficiency. 


(b) International comparison of labor productivity—Table 2-17 compares 
Japan with the United States and Britain as to the labor hours needed for 100 
pounds by each principal count. In each count, Japan needs twice as many labor 
hours as the United States industry, but less than the British industry. 

Table 2-18 compares Japan’s industry with its American, British, and Indian 
counterparts in regard to the equipment (spindles and looms) manned by a 
worker. In this case, it should be noted, the figures for Japan represent only 
the 10 big Japanese textile companies and, therefore, the average number of 
spindles for all the Japanese factories would be below the figure in the table. 

Since Japan’s industry uses automatic looms similar to the Americans, there 
there is a big gulf between them and Britain and India. 

With regard to the comparison between Japan and Britain, it has to be taken 
into consideration that, while Japan mainly depends on ring-spinning machinery, 
Britain’s industry is based on mule-spinning machinery, and, in addition, the 
British industry has less automatic spinning than the Japanese and lacks a suffi- 
cient labor supply. 

India’s industry is less efficient because it is behind the others in modernizing, 
has lower quality cotton and shorter labor hours. 

The United States industry’s labor productivity is twice as efficient as that 
of Japan because of the big difference in the equipment for mass production. 


6. Rayon and staple fiber industry 


The amount of production of rayon and staple fiber has increased year after 
year, and the expansion of the staple-fiber industry is especially remarkable. 
Meanwhile, there has been no change in the number of the workers, and the 
industry has met the increasing demand solely by expanding modern equipment 
and improving operating efficiency. As a result, the basic unit as well as labor 
productivity have been extensively improved. The technical improvement car- 
ried out was necessary for the renovation and expansion of the equipment from 
the standpoint of improvement of production efficiency as well as quality of the 
products. 

Tables 2-20 and 2-21 show the transition of the raw material unit and the 
labor productivity in the rayon and staple fiber industry. While the basic unit 
of both branches of production has been reduced at approximately the same 
pace, the labor productivity of the staple-fiber branch has increased remarkably 
due to the rise of production. 


7. Paper and pulp industries 


After the war, the paper and pulp industries of Japan, to meet the increasing 
demand and also to fill up the gap caused by the loss of the overseas territories 
as a result of war, tried to improve their operation efficiency and built new pulp 
factories with emphasis on G.P. (wood pulp) and A.P. (soda pulp) and ma- 
chinery-equipped paper mills. From 1952-53, they began to emphasize the pro- 
duction of chemical pulp such as 8.P. (sulfate pulp) and K.P. (kraft pulp) and 
the production of high quality paper, and at the same time carried out the ration- 
alization and expansion of equipment. Recently, they started the production 
of 8.C.P. (semichemical pulp) and B.K.P. (bleached kraft pulp). 

(a) Transition of labor productivity of Japan’s industries —Table 2-23 shows 
the transition of the composition of the products which took place during this 
period. Until 1952-53, the rise of productivity was attained chiefly by the im- 
provement of operating efficiency, and it was the renovation of the equipment 
in the pulp and paper production branches that made the rise of the productivity 
possible after 1953. While the recent operation ratio of K.P. and S.P., 94 percent, 
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is considered very high, the operation ratio of A.P. and G.P. is gradually declin- 
ing. 

“) International comparison of labor productivity.—Table 2-24 shows a com- 
parison between the paper and pulp industries of Japan and the United States, 
and as is clear from the table, there is a considerable gulf between them. It 
is chiefly due to the delay in adopting the continuity and high-efficiency systems 
on the part of Japan’s industries. 

Table 2-25 compares pulp-producing equipment of the industries of Japan and 
the United States. While Japan is basically relying on G.P. and S.P., the United 
States mainly depends on K.P. 


8. Iron industry 


In this article we discuss the basic unit of fuel and the labor productivity and 
compare the present situation of Japan’s industry with its foreign counterparts 
in the pig-iron and steel-production branches. 

(a) Pig-iron production branch (blast furnace).—(1) Transition of basic 
units of fuel and labor productivity: According to table 2-26, there has been 
no particular change in the basic unit of the iron resource in general, but the 
basic unit of coke has been considerably reduced and as the result the ratio of 
the iron material to coke has been improved. This is chiefly due to the improve- 
ment of the quality of coke and the strengthened screening of the iron, ete. 

The amount of pig iron produced per unit capacity of a blast furnace has also 
increased due to the enlargement of the furnace and the reduction of the non- 
ventilation hour. Table 2-28 indicates the transition of the labor productivity 
(labor hour needed for the production of blast furnace steel per ton). 

The improvement in the labor productivity of the direct branches such as the 
input of the material, blast-furnace and fore-furnace works, is more remarkable 
than that of the indirect branches such as repair shop, but in total the laber 
productivity has been reduced by 12 percent in 3 years. It is because of the 
same reasons aS mentioned above and the mechanization of the transportation 
facilities. 

2. International comparison of basie units and labor productivity: As is seen 
in table 2-29, the basic unit of our country’s iron material and coke are very 
good. It is due to the high quality of the iron ore Japan is importing from 
abroad. The percentage of coke to the input material per ton is better in Japan 
than in England, the United States and West Germany, thus indicating the high 
standard of the blast furnace operation technique of Japan’s industry. In gen- 
eral, the blast furnace operation results attained by the Japanese are by no 
means inferior to the Western nations. 

Table 2-30 indicates that Japan’s labor productivity is as good as that attained 
by Britons, but still there is a big gulf between the United States and Japan, 
because of the smaller capacity of blast furnaces and because of the inferior 
physical strength of workers in Japan. 

(b) Steel manufacturing branch (open-hearth furnace).—(1) Transition of 
basic units of fuel and labor productivity: The calorie needed for open hearth 
furnace steel per ton was reduced by 45 percent during 1950-54, as seen in table 
2-31. The change in steel manufacturing methods; namely, the adoption of 
steel-melting-mixed burning gas method by many of the steel-melting factories 
and of steel-cooling-heavy oil method by many steel-cooling factories, has led 
to a reduction of the average basic unit. 

The enlargement of the furnace and the improvement of construction as well 
as firing equipment such as the burner was started in 1951. And the diffusion 
of a control system such as burning control and computation control have also 
helped reduce the basic unit. 

According to table 2-33, the labor-hour factor was reduced by approximately 
10 percent during 1951-53 due to the extension of the oxygen steel manufacturing 
method, the reduction of steel manufacturing time, and the increase in the 
amount of the produced steel as a result of the transition to bigger furnaces. 

(2) International comparison of basic units of fuel and labor productivity : 
Chart 2-1 compares Japan’s industry with those of the United States, England, 
and West Germany as to the basic unit of fuel per open-hearth furnace steel 
per ton. The results attained by Japan are quite good in comparison with the 
Western countries, due to the low cost of fuel. There is a big gulf, however, 
between Japan and the principal steel-producing countries, the United States 
and England, in labor productivity, due to the smaller capacity of furnaces and 
inefficiency of work and operation-control system in Japan. 
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9. Aluminum industry 


The postwar aluminum industry of Japan, which resumed operation with the 
authorization of the import of bauxite by General MacArthur’s headquarters in 
1948, made some technical progress in connection with the modernization of the 
equipment and the improvement of operating methods. Japan has reached the 
standard of the first-class aluminum-producing countries with regard to the 
original unit, but there is still a big gulf between Japan and these countries in 
labor productivity. 

(a) Transition of basic units and labor productivity of Japan’s industry.—(1) 
Basic units of material: Table 2-35 shows the transition of the principal basic 
units in the alumina and aluminum electrolysis branches. 

The rise of the operation ratio (alumina branch: 1950, 25 percent; 1954, 53 
percent; aluminum electrolysis branch: 19560, 43 percent; 1954, 89 percent) 
was mainly caused by a reduction of basic units of the materials, but the improve- 
ment of the method of operation as well as the equipment also is believed to have 
had good effects. 

In the alumina branch the reduction of the amount of the bauxite consumed 
was mainly due to the rise of the operation ratio. 

In the aluminum electrolysis branch, the amount of consumed electric power, 
the most important factor, was reduced by about 12 percent during 1950—54, and 
it has recently reached 17,000 kilowatt-hours due to the stabilization of the 
electric-power supply, the rise of the operation ratio, and the reduction of the 
amount of the aluminum consumed. Meanwhile, the industry has started to 
use a bigger size electrolysis furnace which is expected to help reduce further 
the consumption of electric power. 

(2) Labor productivity : Table 2-36 shows the transition of the labor produc- 
tivity in the alumina and aluminum electrolysis branches. In both branches, the 
needed labor-hour factor was reduced by about 50 percent during 1950-54, thus 
indicating the remarkable expansion of the amount produced by a worker per 
year. The fact that there has been only a slight increase in the number of 
workers indicates the rise of the operation ratio, as well as the progress of the 
rationalization such as the mechanization of the transport facilities and the 
alumina input, and the adoption of nonburning and nonsmashing techniques. 

(3) International comparison of basic units of material and labor productivity : 
According to table 2-37, the basic unit of Japan’s industry thanks to the effects 
caused by the above-mentioned technical improvement, was reduced considerably 
in the alumina and ore branches, thus coming close to the first-rate aluminum- 
producing countries. 

In the aluminum branch, Japan uses the ore produced in Lamnia and Bintan 
with a quality of 56 percent, while the United States and Canada import British 
and Dutch Guiana ore with the quality of 60 percent and the European countries 
obtain an ore of lower quality from France, Yugoslavia, and Greece. 

The basic unit of caustic soda used by Japan is considerably high in comparison 
with the United States and Canada due to the difference in the scale of 
production. 

In the electrolysis branch, the basic unit of alumina is on the same level with 
that of foreign countries; and although Japan’s basic unit of electric power is 
inferior to that of Canada, it is better than that of the United States. 

In Japan’s industry, the majority of about 700 electrolysis furnaces now in 
operation, have a capacity of 30,000 to 35,000 amperes and only 64 new furnaces 
with a capacity of 50,000 amperes were constructed in 1954. In the Western 
countries, however, furnaces are being constructed with a capacity of 100,000 to 
125,000 amperes. 

Table 2-38 compares a representative factory of both Japan and the United 
States on distribution of personnel. Although Japan’s factory is not more than 
a quarter of that of the United States in scale, the Japanese firm employs twice 
as many workers as the American. The amount of production by a Japanese 
worker per day is one-tenth in the alumina branch and one-sixth in the elec- 
trolysis branch, of that of an American worker. This is due to smaller factory 
units and to unsatisfactory internal transportation facilities in Japan. 


10. Cement industry 


At the end of the war, the cement industry of Japan found its equipment 
completely superannuated. Therefore, for a time being the industry tried to 
raise its operation ratio by repairing existing facilities, and then gradually turned 
to rationalization of production and new construction of equipment. They have 
recently been carrying out a modernization program with emphasis on long- 
kiln construction to meet the expanding demand for cement. 
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As a result of these developments, there has been considerable improvement 
in the basic units of the materials and labor productivity. 

(a) Transition of basic unit of calorie and labor productivity—Tables 2-39 
and 2—40 show the transition of the basic units of calorie and labor productivity. 
The amount of calories consumed for clinker per ton was reduced by about 5.6 
percent during 1951-55. The labor hours needed for cement per ton was reduced 
by about 8.1 percent during 1947-54, due to a rise in the operation ratio, and 
improvement of facilities. 

The operation ratios have shown the following improvement : 


Percent Percent 
I ies os tien tae eaieeaaioamatadies SI a TN 80 
TED insti cineneeiaiale Ne - ias 6inidtacgt lid tiaw en teelipsanmtoti 90 


This improvement has effected an improvement of the basic units and the 
labor productivity, while there has been no substantial increase in the number 
of workers. 

(6) International comparison of basic units of calories and labor productiv- 
ity—Tables 2-41 and 2-42 show an international comparison of the basic units 
and labor productivity. There is, as seen in the tables, a certain gulf between 
Japan and the foreign countries as to the basic units due to superannuation of 
equipment and the short operation hour of kilns by Japan’s industry. 


There is also a gulf in labor productivity between foreign countries and Japan 
for the same reason. 


11. Ammonium sulfate industry 


Tables 2-43 and 2-44 show the transition of the basic units and labor produc- 
tivity in the ammonium sulfate factories of Japan. The tables clearly indicate 
a considerable improvement attained by the industry in this period. It is due 
to an improvement in the material and power conditions and the progress made 
in repair and renovation of equipment and facilities. 

Operation ratios in the ammonium sulfate factories did not show any remark- 
able change (75 percent during 1951-54) due to expansion of facilities and the 
newly started areas of production. 


12. Soda industry 


The soda industry of Japan, since 1950-51, has carried out an all-out rationali- 
zation with emphasis on the expansion of the capacity of equipment for the 
electrolysis method, a movement in line with the expansion of the soda-using 
oe such as glass and chemical fiber industries and the increasing new 

emand. 

The equipment capacity of caustic soda increased by about 44 percent by 
660,000 tons per year during 1949-54. Meanwhile there was no increase in the 
number of the employed workers, thus indicating the rationalization of facilities 
and the rise in operation ratios. 

The basic unit of the electrolysis soda, together with the salt material and 
power, was gradually reduced. 

The operation ratios of the electrolysis method increased from 53 percent to 
65 percent during 1950-54, being the principal cause for the reduction of the 
basic unit. 

In the ammonium method, the amount of production per man per hour in- 
creased by 200 percent for soda ash and by 350 percent for caustic soda during 
1950-54, mainly due to the rise of the operation ratio (1950, 53 percent ; 1954, 80 
percent) and the rationalization of equipment and facilities. 


13. Electric power industry 


In this article, the discussion is confined to the following three items: 

(a) Labor productivity in regard to power generation, power transmis- 
sion and supply, and management branches ; 

(b) Labor productivity in the power-generation branch ; 

(c) Fuel consumption in steam powerplants. 

(a) Transition of labor productivity and fuel consumption.—(1) The amount 
of the electric power sold per employee: The postwar situation as regards elec- 
tric power was in total confusion until 1950. The amount of electric power sold 
per employee increased by about 50 percent during 1950-54, thus surpassing the 
prewar figure by 25 percent. It is due to the increase in the amount of electric 
power sold and to the decrease in the number of employees during this period. 

The capacity of power-generation equipment (both of steam power and 
hydraulic powerplants) was increased in the period by about 25 percent. 
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The amount of electric power generated (both of steam power and hydraulic 
powerplants) was increased by about 30 percent. 

The loss during transmission and supply was decreased from 26 percent to 
20 percent. 

The amount of demand for electric power increased by about 40 percent. 

(2) Number of employees in steam powerplants: Compared with the hy- 
draulic power stations, the steam powerplants formerly employed considerably 
more workers. But in newly constructed steam plants, the number was consid- 
erably improved due to installation of automatic adjustment machinery and the 
adoption of the unit system (one boiler per turbine). 

(3) Heat efficiency of steam power generation: The heat efficiency of steam 
power generation, as is seen in table 2-49, was improved year after year except 
for 1951, when the industry was confronted with coal of low quality. The rise 
of efficiency was due to the improvement in operation ratios, to the improvement 
of the quality of coal, to the newly adopted mixed burning of heavy oil, and to 
the improvement in the automatic burning technique, etc. 

(0) International comparison of labor productivity—(1) Amount of electric 
power sold per employee: Japan’s amount of the electric power sold per em- 
ployee, as shown in table 2-50, is similar to that of Britain, but considerably 
inferior to that of the United States. Japan’s distribution of employees per 
branch is 21 percent for power generation, 5 percent for transmission, 33 percent 
for supply, and 40 percent for management and supervisory direction. This 
distribution is similar to that of England’s industry. 

(2) Labor productivity in the power generation branch: Table 2-51 shows a 
high ratio of hydraulic power stations and a small average capacity of the sta- 
tions of Japan. 

According to table 2-52, showing a comparison between Japan and Britain on 
the number of employees per 1,000 kilowatts generating equipment capacity, 
Japan’s industry has more employees than the British, and this tendency is more 
pronounced in the hydraulic stations than the steam powerplants, due to the 
smaller scale of Japan’s hydraulic power stations. However, Japan is now 
making progress in constructing new stations with a greater capacity. 

Table 2-53 compares four United States and Japanese steam powerplants 
having nearly equal capacity as regards the number of employees. The gulf 
between the two countries is very big, due to the extensive automation and the 
high degree of reliability of equipment and a bigger unit capacity in the American 
plants. 

Generally speaking, the number of employees in a plant with capacity of 
100,000 to 200,000 kilowatts is 1 person for the United States (0.8 in heavy oil 
and natural-gas-burning plants), and 2 to 2.5 persons for West Germany (0.5 in 
the unit system adopting plants), comparing with Japan’s 5 persons. This is 
due to old generating equipment in Japan’s plants. 

(c) Ratio of coal consumption in steam powerplants.—Table 2-54 shows a 
comparison of the principal countries on the ratio of coal consumption with 
regard to the coal-based plants. Japan’s ratio is still to be improved. The 
main reasons are the low operation ratios of steam plants and the old-fashioned 
equipment, especially obsolete boilers and turbines in the Japanese industry. 


TaBLe 2-1.—Transaction of labor productivity 


1946 | 1947 | 1948 | 1949 | 1950 | 1951 | 1952 | 1953 | 1954 


Amount of coal mined by a worker (inside 
and outside of pit) per month___......__._-- 6.2) 5.3] 62) 7.5] 87 /10.4 | 99 [11.3 | 120 
Amount of coal mined by a coal-face worker 


OE III a renin spe oir sateen nian diprliead acne a Gadd ong Oe ent bss 2.04 | 2.52 | 2.52 | 2.64 


es mt ed bed ed el CD bet b> a) 
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TABLE 2-4.—Amount of refined coal produced by a pitworker per day 





1950 | 1951 | 1952 | 1953 | 1954 
United States: 
Batt CONE «onc nec eescacssecssccssecssetesstscetcesccdsseccsssses<= 9.4 4p wakes | cacsscicuccsdeccce 
Hard G00) ©... ... 2. cccccccccsccccsacsscsccensccscscascsscasescctcacast cece tan cs J tebenccfecces 
eI isiciniinstiinesaceicialiceinitiniesam acai ita tala ee iat 4.46 | 4.56 | 4.61 |...-..}------ 
CI isis icin tvs seca in ities nance eg ach aaa ace wicca Ree OT Oe Iencseelan.- 
a ieciisticiescecneeialssentiateecinsasitictieadiieentaiatl A eins dicicaiemeninienat tian 1.61 | 1.63 | 1.61 | 1.62 1.64 
Git catia harocsdrcece-o-anesedl nBarmene ceneaciclents-eectnede Mgt nasint pede a aiaeealibaeeetiented 1.50 | 1.62 | 1.62 1.68 1. 53 
eal 1.43 | 1.48 | 1.50 | 1.49 |_____- 
PE sais dapisGanentnssnddamanaddegnentbbamdneaenbianen esaiahintcainncakieai 1.20 | 1.31 | 1.36 | 1.42 1. 53 
adi ne diiccne ede acce nak deh antag sen vnneidipieltahaiaineedanamnts 1.01 | 1.05 | 1.05 | 1.09; 1.10 
NO is eit ackccinten ci actalh ath n  a ate ca  ati 1.36 | 1.37 | 1.39 | 1.40 |...-.- 
I siniadchcanens cpalinttibdnaiaisicediatctblamenetiptabeancaihinsTibied 1.00 | 1.10 | 1.10 | 1.06 |...._- 
TR a icccnn Jet dnnicdécudobieibinetos dinaimnéhiak ietenbbenenastbentdl S01 Qe Fs bch csd ccs - 
FOOD. « cccnendncdneccwnnecccnneencenacnnsccnseesessesecerescessceessoes 56| .64/ .59) .68) «71 
t 
! 1948, 5.87; 1949, 6.00. 
2 1948, 2.46. 
TRANSITION OF LABOR PRODUCTIVITY 
TABLE 2-6.—Amount of crude copper mined by a pit worker per month 
{1 unit equals ton] 
WO ansb tanned ee EE ee itcitndicinient nad ads Bae 19.6 
Gi isininerdinernsntasinisisinsaciciietiaibidahodi A aciniensinatinsacestataaraiisiiacitiatitinrtl 22.1 
Tice a ae Se 24.5 
TI sicicacti ecg insite tincepasciceaighadiat SE I ieeseinecnarncnnsinternenees execs” eae 


TABLE 2-7.—Comparision on efficiency of new mining methods with old methods 


Amount of crude 


Form of deposits and mining method: copper mined by 
Big-massive deposits : a pit worker (ton) 
re eects cans niece 2.1 
New nonfilling sublevel method__._-..-.---_--_--.....-...-..... 4.6 
Medium-massive deposits: 
FEED, TAI SI at ceaceceltigrieitioachins tence -9 
OPO NCI SO crc cheeses cmanensicinascassiinendsimncieamanueidia 1. 45 
Immense deposits: 
(Coe CRIED - CCID Ua ss cities 1.6 
New heading and benching method__.._____.-._.______._.______ 2.6 
Medium-immense deposits: 
GIG UpPNEe :DERCHEMG  WNONO Nii o eceinccnmtncwnenceanene .8 
DRG CaO I icles ins eect iadhianin iain 16 


TABLE 2-8.—Transition of raw material original unit and labor productivity 


Amount offuel| Amount of Amount of 


consumed electric power electric copper 
(tons per elec- consumed Actual yield | produced by a 
trolytic copper } (kilowatt-hour (percent) worker per 
ton) per electrolytic month (tons 
copper ton) per man per 
tome 
Ione eee enamel oe 
SI inns acess aadiienientenienmmeniiaind 2,019 1, 635 88.3 6.2 
i iricartnsiceaaee tadhtetibcad ndgarinintedin bnctitateiacemmnitts 1, 750 1, 535 89.7 9.2 
SEEN LA 1, 593 1, 260 90.8 10.9 
WOlnsclansecnedscwaddddarbentascunabas 1, 430 1,175 92.4 11.9 
es kethchantetneh den pitilees whet baenia 1, 400 1, 145 92.8 | 12.4 
SG on peasants nnatnehde aden 1, 380 1, 160 94.3 | 12.5 
WE ki soacaqesdsdudcdaciedemmudemededs 1, 320 1, 180 95.0 | 14. 6 
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TABLE 2-9.—Composition percentage of metal engineering machineries 


Cutting Noncutting 
machinery machinery 


1951 1952 1953 
Bal hesrins te GU) ..... dex daccissicctacetenicidebuenen 3. 823 3. 619 3. 184 
UIT NAD 85 one 0A inp hc dndanbnaghaeeciehlaniodinetmmed 235. 6 200. 0 180.0 
Electric power (kilowatt-hours) ......-..-..--.--..---.-------- 3, 868 2, 885 2, 616 


TABLE 2-12.—Percentage of disqualified steel at the time of processing 


1951 1952 1953 
Steel used for production of ring_..................-.--.-.-.-- 0.02 -0. 05 0.03 -3.0 0. 018-0. 2 
Steel used for production of ball.......-.-..-------.----------- - 008-7. 0 . 005-5. 0 - 005-1. 5 


TABLE 2-13.—Percentage of disqualified ball-bearing products 
{100: Average results of 1951] 





Degree of precision 1951 1952 1953 
100 74 60 
100 80 65 
100 79 62 


TABLE 2—-14.—Comparison of principal ball-bearing products in labor hours 








Stages of processing 
Compa- |_ 
nies A 
and B Heat | Polish-| Main- | Con- 
Cutting] treat- taining| struc- | Etc. Total 
ment tion 
Small size: 
Oe ee A 62.5 62.0 57.9 80.0 96. 2 75.8 68. 2 
MINA. Scnccancsetccaces B 51.7 10.3 62.5} 100.0 SO tsscic 50.8 
Medium size: 
Nd onc within dete a A 90.9 72.0 45.4 80. 1 97.1 75.0 72.6 
ow Kosh iebeeank emacs oe B 84.9 9.7} 100.0} 100.0} 100.1 |-.--...- 89.1 
8 size: 
NIG on encima A 50.9 97.3 61.6 80.3 Oh cc cken 65.0 
SU i se sancti cnncteielsla tana B 65.9 59.4 Oe O Tew cesek ey eee 78.1 
Medium size: 
PE NE os ic ancoasengan A 58.5 98.3 47.2 79.7 RB lecscedan 59.9 
SN 2 occu. 2-cecneee B 84.3 48.8 a iy eee See tco 86.0 





NotTe.—These are the figures attained on 1953, and 100 is the figure attained in 1952. 
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TABLE 2-15.—Transition of labor productivity 











Spinning branch Weaving branch 
Amount of Labor-hour Amount of 
cotton yarn needed for Amount of cloth pro- 
produced per cotton yarn, cloth woven duced per 
spindle per 1 package per loom worker 
day 
1,000 square 1,000 square 
square yards square yards 
Pound Man-hour per year per year 
Wis dacemnditinimscndetthncacunstsatnt 0. 702 $1.5 7.5 14.8 
ih dilettante . 794 56. 8 8.7 17.4 
| SRE See ee . 691 53.5 8.9 19.6 
Wii casccnndvaccdedslbtoacacsbeue 715 50.6 10.5 19.7 
catalina . 753 41.5 11.5 22.7 


TABLE 2-16.—Transition of average count in cotton industry 


Year | 1954 


1948 1949 1950 1951 | 1952 | 1953 























Average eouih.. =: .......4..5.5-<2--- } 265 24.7 26.7 | 26.8 | m4 | 29.6 


TABLE 2-17.—_Labor-hour needed for production of 100 pounds 























| 
Ist spinning 2d spinning | Total 
Count | 
| United | Britain | Japan | United | Britain | Japan | United | Britain | Japan 
| States | States States 
DE cic aaa bana | 2. 33 6. 97 6. 48 4. 26 9. 02 7. 22 6. 59 15 6 | 13. 70 
cssmeusmspnen | 5. 26 | 11. 24 8. 21 5.19 | 11. 44 13. 29 10. 45 27. 68 21. 50 
Mebsitbnainnmedsde’ 5. 80 | 13. 03 11, 24 4.25 | 14. 52 11. 87 10. 05 27. 55 23. 29 
9h: toh 5.96 | 14.42] 9.96] 6.06 | 17.60| 14.94 12.02 32.04 | 24. 90 
| | | | 
TABLE 2-18.—Comparison on equipment operated per worker 
Number of | Number of 
spindles oper- looms oper- | Average count 
ated per ated per 
worker worker 
| 
| | 
FOO ST i aed IG ns cas 1, 600-2, 400 30-40 | 30 
United States ‘ 1, 500-2, 100 | 60 | 32 
Giana dthantilenucucnacsbebendeuaanaside il 800 6 | 26 
SE See ida s nantes hoccksacncacuscquacukim gugawtios 380 2 | 20 
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TABLE 2-19.—Distribution of personnel in Japan and United States factories 





Name of country United United United 
‘ States | Japan States | Japan States | Japan 

nnn of spindles phennte sin celta 123 122 86 76 102 123 

dite powwlika tikes <cieiicdimtireeint 42 45 31 22 23 
Pode 1st spinning: 

Mixed cotton gin............-.-..---- 13 35 8 41 13 60 

Cothen WN ios cscidicnesa aeiconnticcieanlehcaa 26 61 30 50 23 81 

Glossing-twisting.--_---.-2222- 222-22. 54 2 43 47 20 80 

Ee ee as ee O4 102 36 94 39 81 

I 5 a aaa Bnet senitesllice eeleibe 187 222 115 232 85 302 

Ra Bx ken coded etaae 173 386 115 127 467 

WO sk he oe ct inate detbaiecel 360 608 230 536 212 769 

Number of spindles per man._......_..... 340 200 340 140 480 160 








1951 1952 1953 1954 
Pulp: 
PIO, Son ic ccintona pb tbonunlistiiewcslabbiancipaieal 1.17 1.15 1.13 1.12 
Staple SEIN cis neamsituiaibiaiiee i pcabaquanmmatnaaeeseihctiaanee 1.15 1.13 1.09 1.08 
Caustic soda: 
TIT 5 tis sash csinceticleaitnes atbnsdatiatiahictiemaiatndaaianilliaiaiiaaa -82 .81 .81 .81 
ene TG. os cisco cdccck Adebedabeseditnauaneted -80 .79 .78 . 76 
Carbon disulfide: 
SINS cntonueacccc dasha adndccterssne ae aeereniee .38 37 .37 33 
Staple iia cctcacanccugucascctaupnnenadpllbaein -36 35 -33 -32 
Sulfuric acid: 
MINI =o 5 <-cgiecd povascianie meres & echo alin atmeoretoconmer eaeeenr 1.87 1.85 1.81 1,74 
Ee MR a0 an antintinccnsoseksboeketinktcaoaan 1.80 174 1.66 1,62 
TABLE 2—21.—Labor productivity (number of workers per 100 pounds) 
1951 1952 1953 1954 
TRO, cnnctdnugenwanctuaenpndiateimnpie dam imal 7.84 7.00 5.83 5.39 
Single her. . Soh sick ak. esasbadiadnsssds se 2.44 2.03 1.34 1.13 
TABLE 2-23.—Transition of labor productivity 
Amount of Amount of Amount of | Amount of 
product per | product per product per | product per 
man per hour} man per year man per hour | man per year 
Pounds Pounds 1,000 ey 
ER a Reet 12. 34.3 
Sse a ssanstscessses 16.3 37.0 a0. 9 
Dis ektatnnececen 22.7 45.5 110.6 
Ditties wakasckuans 28.6 48.9 118.8 








Tal 
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TaBLE 2-24—Comparison of labor productivity of paper industries of Japan 
and United States 





Amount of produced paper 
per man a year 


Amount of produced paper 
per man an hour 





Japan United States Japan United States 


OG tienen dtngcnktdentecieuteaiannen 29.3 162. 9 12.1 72.5 
Widenbewinncieuesgeucssncdecsébkatibigenagene 39.7 170.9 16.3 76.6 
1900. 25cs -pentesbareiey=)h geet spate enteneins 55.2 167.2 22.7 78.2 
1OGE cliticcccansicsnheessccseneeeseubagnanabetn 69. 6 189. 0 28. 6 83. 5 
TOG inidecirccncnnpesibicnhwireninenagiaiiein 83.4 196.2 34.3 87.4 
LOR. ctiignnin én nnccaccasatiboweegusnagniiaitenes 89.9 193. 8 37.0 86. 9 
GR iii 22252 dakibh soe nsmncisehbiwasdenunee 110.6 198. 2 45.5 88.5 





TABLE 2-25.—Comparison of capacity of equipment of pulp production between 
Japan and United States 


Japan United States 
Equipment Equipment 
ca ity, Percentage capacity, Percentage 
(1,000 tons per (1,000 tons per 
year) year) 
GE NN tetris d skeen anciadinacoicaaeics 865 36.4 3, 394 17.4 
CE icdt sccdevcadapanwenescmecadigdaeds 335 14.2 9, 965 51.0 
ee eciecniceiticiateicietaesitcnrtgiuienisinenenapaiaheageianinaieth 113 4.8 472 2.4 
oe eee Se 39 1.5 1, 325 6.8 
Smashed wood Dar ages dedudbawdiige nude 1, 003 42.2 4, 383 22.4 
Straw and bam | RRS er ee) 21 ee cieiaiicncnencaaiiaslh cmtatintiaticaeadill 
TABLE 2-26.—Principal basic units needed for production of blast furnace pig iron 
per ton 
[Unit: ton] 
Iron ore Tron scrap | Coke 

| 

October: | 
a la el 1, 440 174 938 
$Me bios she ns Sia asco. wh eka. 1, 457 179 893 
NE bilis «chika htcmidpiventnaaia dicasiati-aigipalinnitcnmmspmnaiiaimanaa 1, 603 137 930 
ae ee ee ee ee 1, 572 96 | 862 
Naas sts in te aos cscs ch all 1, 616 72 821 
Ss itivithhcowhsta bediennvecotéteeninumazdacidteiminaals > 79 693 

| | 

TABLE 2-26B.—Average quality of iron ore 
Quality 

(percent) 
SOI a ii cilia igure gaa Naa ita cata ti aa iteiapitascia 56.0 
Ee i ee i ee ee Cee 39.3 
TE I 5nd teh Seite en ctccinegdindh as ss ceed lighiclade emaciated nikainnaiademnsintanetag 51.5 


WH CN chi ho inti ah ccs Bec phrtewnentenrnleneinnann aed 42.6 
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TaBLe 2-28.—Labor productivity of blast furnace (labor hours needed for 
pig iron per ton) 





TABLE 2-29.—Comparison of blast furnace basic units of 4 countries 











Japan Britain United West 
States Germany 

Iron materials: 
TE asic ci ins dn accede aca ah ee 0. 920 1. 620 } 1. 656 { 1.120 
I ND a oc nice antneuisenoGdamxaenwnne . 651 - 496 | - . 674 
IN sean onto oo Sc ecaoeascncanadenees . 016 . O84 153 . 009 
ga itliiiccinictbccudsanctcnnsiinas 056 - 073 050 093 
WO ova scsict cnc cccccatensentsccsescegist 1. 642 2. 273 1. 859 | 1. 896 

————Sa— | 

Se eid pia eee eae - 021 UE Ridcsanenscnnae 012 
core ee ee ee eeaeoee - 283 - 229 . 395 - 205 
ibaa dadccdenee cob dot aan teenala SED Tinbddednsosacntbekwsemdieeee - 213 
pape sberie (eta) -. -- 233 cae 2.071 2. 539 2. 254 2. 326 
aaa oa rack en Ce mn ne Eee . 751 1. 000 . 873 - 951 
. 394 . 388 409 


Amount of coke consumed per input material -. . 365 


TABLE 2-30.—International comparison of labor productivity in blast furnaces 
(labor hour needed for pig-iron per ton) 


(Unit: Man-hour] 











United States} Britain Japan 
iii tte hl aii ti 
PO TNE teas Se SA 0.71 2.47 1.45 
RENE IN iin etn cbuinenncnineeuncbabaneienebex liao . 29 1.13 3. 48 
NOS oan cwen cada eneeitigccebek tect 1.00 3.60 | 4.93 


TaBLe 2-31.—Basic units of fuel needed for open-hearth furnace steel per ton 
[Unit: 1,000 centuple calories per steel ton] 





Cooled steel Melted Stee 
Average steel, mixing, 
mixed gas | percent 
Heavy oil Air gas 





October: 
Sa iiciksittadicaimitnnii pinkewinnsicieeceecaaalimaabincas 2,030 1,910 2, 320 1,710 35, 2 
BEE cicriinincatenahgeaeamniodnainnianisiediae 1, 870 1,920 2, 160 1, 640 38. 2 
WD gs vcaccdsusectssstecccaecssacnesuens 1, 860 1, 882 2, 180 1, 540 37.6 
UNIT EIis: cit sivas hes sasicticlasigsn caiesastiliasicmhindenetaiaataamnacs 1, 573 1,742 2, 082 1, 276 44.0 
REE LID EE LODE NE: 1, 280 1, 453 1,974 1,058 50.0 
SDs. diene hsthndeetnsienwadudsnacddamaiae 1,116 1, 493 1, 767 957 51.4 
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TABLE 2-32.—Percentage ratios of steel production per method 
[Unit: Percent} 





Steel-melting method | Steel-cooling method 


Mixed | | Heavy 











burning Ete. Air gas oil 
gas 
October: 
GN in i i 21.8 | 34.9 22.2 | 21,1 
47.5 | 17.7 20.0 | 14.8 
48.0 | 22.4 15.2 | 14.4 
38.0 | 30.1 12.5 19.4 
49. 1 | 16.2 8.0 26.7 
57.4 | 16.6 4.0 22.0 











TABLE 2-33.—Labor hour needed for production of steel per ton (labor 
productivity of open-hearth furnace) 





SSS a 








| 1951 1952 [ 1953 
Direct branches.....--.----- ten ort: A, Ue eal 3.01 | 2.93 | 2. 68 
Indirect branches--------- ‘tek aeekd 3 Sia nny nea deeilere 6.19 6. 39 | 5. 64 
PS fo icesinsstsaneeneiiedin sien tet abcnmiers 9. 20 9. 32 | 8. 32 


| 


TaBLe 2-34.—Comparison of labor hours needed for production of open-hearth 
furnace steel per ton 


[Unit: Man-hour} 


Steel-cooling method 
United | 
| States | Britain Japan 
United Britain | Japan | 
States 


} 














DSW cae 3.45| 3.80 0.87 1.92 | 2.2 
i ee a ee eee . 63 2. 53 | 7.15 75 1.85 5. 00 
| ior hella akira iit Aednindaiogadmndiiieats 


We ee iw 2. 03 5. 98 | 10. 95 1. 62 3.77 7. 21 











Tasie 2-35.—Basic units of principal materials and energy needed for production 
of aluminum per ton 








| 1950 | 1951 | 1952 | 1953 
Alumina branch: \ 
MN nS a aariemndatescacqugetanneies tons-- 2. 22 | 2. 24 2.19 | 2. 03 
Se aE ee kilograms 103 | 104 | yy 81 
NE ces wcincclindecutkcaaet shdcdagagmadien tons_- 5. 28 4.13 3.70 2. 89 
Electrelysis branch: | 
i rs a heel do__--| 1, 990 | 2, 007 1, 907 | 1, 962 
Rite fen nh br denndmniaien sili ivininl aaa kilograms--. gr 
Pe SIGE. 5.5 iscccncescccacececcemacesat eee 110 119 = : 
BI IR Sie wicicns. [cidecccatsdcnetatenaes kilograms-- 642 642 606 595 
MN an ees kilowatt-hours..| 21, 060 20, 692 20, 071 18, 564 
SRE IIE sx is cpicinichedinhiccitinncectpalateeintrtrinabaaeaaaaaeel do...- } 7, ‘ ‘ 36 
Te nn en eee | 22, 393 21,779 21, 202 19, 620 
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TABLE 2-36.—Transition of labor productivity 




















1950 1951 1952 1953 1954 
Labor hour needed for alumina per ton (man-day).........._-- 8.52] 6.13| 6.09| 6.07 4. 66 y 
Amount of produced alumina per man a year.---_--_----..---- 6. 60 9. 40 9.64 | 114.0 144.0 | 
Labor hours needed for aluminum per ton (yaa a Saccee See 28.7 23.8 22.1 19.0 
Amount of produced aluminum per man a year___-..-.-.-.---- 23.1 24.0 25.7 32.3 37.3 
TABLE 2-37.—Comparison of basic units of alumina and aluminum ore 
Japan ‘ 
1952 : 
: 
Bauxite: | 
Oe Sr SMS WUE, 2. noses cc mccncaneccee! 2. 20 
Tons per aluminum ore ton..-....-.-..-.--- 4.35 
Court alumina to’ 102 
lograms per alum Bete esase 
. Kilograms per aluminum ore ton. -_-----..-- 202 
Tons per alumina ton....-.-.-...-.... 3. 88 
Tons per aluminum ore ton 7. 68 
Alumina: Tons per aluminum ore ton_.._....-- 1.98 
Kryolite: 
K: aluminum ore ton. ----.----- 105 
po eee eee 
Anode paste: Kilograms per aluminum ore ton. 615 
aa Kilowatt-hours per aluminum ore ton_| 20, 126 
Other electricity: 
Kilowatt-hours per aluminum ore ton__-.--- } 1,061 
ONE nino cn danccscpdeinnstseaiemedatal ’ 
Total (electric branch): Kilowatt-hours 
per aluminum ore ton_.....-.--.....-.-- 21, 137 











TABLE 2-38.—Comparison between aluminum factories of Japan and United 
States on distribution of personnel 








American Japanese 


Aluminum branch: 





Seen Cay Ce o.oo an eae 330, 000 84, 000 
Personnel: 
Direct man: DN ind No, ARS ode AE i icc 255 
DEAE, CORATOIEE, CRUE 6 oo occ hci ncincciniciuiiintcccsiccicaswene 316 
nce wed sel isan igen wo in dd ch racing Seen age do ininin nidataeinsty aia 571 
Prédustion SEES SE ME TONE GI sh sic ca nrcies tins ndoreckocnndpndcinalassednslinl 
Electrol: 

PSEA GE RGIEE CORIO a dino nnn sn ttinnn ink cnvteniinscetnndonaneen 131, 000 
I BING DRG 0 oo. sss ein rein on cn teehadnsnawes 950 
Electrolysis power a - [sansa deceit epasaespecel ath acerni-chin baaiiet ameeinealgaiel 90 

AMEEADE CORIIUTINS THUR osc cn csi cicdesnncccnedudiecnpeuny 160 
cabanas lad acpi rina eg aint Ogun eos acetate ative aia 1, 200 
Produstion COPAY HOT WA BOT GAY ncn cnctebisgscnncscsdadaaesseccees 299 





TABLE 2-39.—Amount of calories consumed for clinker per ton 
[Unit: centuple calories per ton] 


TUG FOE iii bi cninccnccccteanimiene Se ee i iaiiciciceccc acme 1, 751 
PU ER icknciecincodcadeien A OS Riis ricci ncanimcint 1, 722 
POND: BROS Hecke 1, 790 
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TABLE 2-40.—Transition of labor productivity 

















Production branches......-- 1.81| 514] 3.91| 267| 219] 1.70| 1.68| 1.0] 0.94 
Assisting branches...--.--.- 211| 7.35} 528| 3.20! 246| 1.80} 1.73] 1.84] 1.50 
ee oe 3.92} 1249} 919! 5.89 | 4. | 2.44 





TABLE 2-41.—International comparison of basic units of calories and labor 





productivity 
Dry kiln Wet kiln 
JOR. << cnsccenenqcammcneeqenneqesccuesscccuscessccsonannewersebaesotiinnnes 1,738 1, 976 
En tin tcncunpebnantihnbtehemnkwbnstuctcmaaicnhnnpe imbues thas amiegade Co ee 
FOr eg a ts Calnaihuaid aired paki pate Aimoumnnaimiin= 1, 400-1, 500 
WRG I sie rah cepecsincnnenithercentcssscndmelibenageeaminbebuacmmiows WE Detinecincnnence 


TaBLeE 2-42.—Labor hours needed for cement per ton 


Man-hours per ton: Man-hours per ton—Continued 
IN indents citenthapespeneioe 2.4 TO eg sic Scanner 3.0 
WINS et cee 1.4 Wnite® Beltes. 222 ke ee 2.2 
DI asi niiccis cciucinscieienniainainoaicens 2.4 WEG GO ievctnninnnnns 2.8 
TaBLe 2—-43.—Basic units of principal materials needed for ammonium sulfate 
per ton 
1948 | 1949 | 1950 | 1951 | 1952 1953 | 1954 
<select iN a ac i ee cl tie ima 
Electric power (kilowatt-hours): 
Electrolysis method -_-.-.....-.---------- 4,330 | 4,000} 3,800] 3,750| 3,730| 3,710} 3,650 
eS Po een Se 980 840 810 750 740 720 720 
Cokes (ton), water gas method_-_......__-._- 1.000 | 0.620} 0.650} 0.600} 0.560) 0.490 0. 470 
Coal (ton), Winkler method....-------------- .970| .770| .7 .760 | .700| .660} .600 
Wei OA oss soe ceca .860| .770} .690| .590} .430] .320 . 300 


TABLE 2—-44.—Transition of labor productivity (labor hours needed for ammonium 
sulfate per ton) 


1948 1949 1950 | 1951 1952 1953 1954 
| | 


Dass cai entbttcbndcnns 28.4 22.7 17.0 14.8 11.9 11.0 9.6 
TINIE. cc cncemsncccunntasathnceabe 27.9 19.0 14.5 13.6 14.3 127 11.2 
 cidiccdsndindtiaseanenieiaded 56.3 41.7 31.5 28.4 26 23.7 20.8 


TasLE 2-47.—Amount of electric power sold per employee 
(Unit: 1,000 kilowatt-hours] 


1931-35 (average) _.-.----_-_ te to, ee 225. 
TOI sists icin Antal nila ai I rile ihiipiaititiniadsnigicictnamnaeanbantis 252. 


@ Wm bo 
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TABLE 2-48.—Number of employees in old and new steam powerplants 


Capacity Number of 





Name of plant (kilowatt- Number of | employees 
hours employees | per capacity 
1,000 
SORE TG: De 66k nbataeocuntiedsassleeboutetehdheacantl 35, 000 60 1.72 
Mach ns Spltk snindeinnain wad matteianeu sank aaoerenaanee ul eats 40, 000 214 5. 47 
DEE Det Bs cscs ace | 264, 000 360 1. 36 
TE TIO Dionne athe annie oe 300, 000 678 2. 26 


} 





TABLE 2-49.—Heat efficiency in steam powerplants 





Amount of Average Amount of Average 
generated calorie of generated calorie of 
electric Heat effi- | coal (cen- electric Heat effi- | coal (cen- 
power ciency tuple calo- power ciency tuple calo- 
(100,000 (percent) ries per (100,000 (percent) ries per 
kilowatt- kilogram) kilowatt- kilogram) 
hours hours 
| 
OG cons 903 16. 25 SORT 1) Ti cee 7, 027 18. 86 5, 264 
Es Scena 1, 904 16. 87 §, 37% |} 1062.......... 8, 588 19. 63 5, 643 
TOR. hice eocen 2, 657 17. 84 5, 514 |} 1963.......... 10, 054 20. 67 5, 857 
ae 2, 926 18. 87 5,601 || 1964.......... 9, 515 22. 16 5, 819 
| eee 5, 643 18. 99 5, 688 


TABLE 2-50.—Amount of electric power sold per employee 
(Unit: 1,000 kilowatt-hours per year] 


Japan ‘United States Britain 





. 1,051.4 249. 2 
TE i cipcctiihanpinthingiontmktctanbeneeduasBRekeegebetes 196. 0 1,174.2 260.9 
EE ove Geiliinn michigan) dk tn avin Aitibane aes sala tee a 225. 2 1, 323.5 281.7 
RE ince ann dniekaginiphibindedicdiaiieaeeenien 252. 4 1,406.7 288.8 
FF sc nc cltnn wma cs tgftlinn nw ams anscgetineeswadakasamadinmensdnn 283. 4 





TABLE 2-51.—Ratio of steam powerplants and hydraulic power stations and 
their average capacity 





Ratio (percent) Average capacity (1,000 
kilowatts) 





| 


Steam power | Hydraulic | Steam power | Hydraulic 











power power 
RD henna cde none acebcehanbudicewena deine. 67.5 32.5 | 4.5 31.5 
en en 25.6 74.4 | 12.0 20.0 
TOI case ee 3.2 96.8 | 12.7 49.0 
West Germany 055i 3. a 8 Te 8 19.5 80.5 | 

| 





TABLE 2-52.—Comparison of number of plant employees per capacity, 1,000 











kilowatts 
Number of employees 
Year a 
Internal Hydraulic 
Steam power | combustion power 
power 
PE ees tects See 1950 


_ 
2 

poo 
oun~ 

' 

’ 

' 

' 

' 

' 

‘ 

' 

' 
rh 
i 





mz0n | 
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TABLE 2-53.—Com parison on number of employees of steam powerplants of Japan 
and United States 











Sunagawa | United States Meiko | Mitchell 
No.1 Plant No. 244 Karyoku | 
Power capacity (kilowatts) -......-....-.-.-..- 54, 000 40, 000-59, 000 138, 000 150, 000 
CE Se oe ne etecascuane 1953 50 TO ante 
Number of employees ________ Rese isaics 2 210 | 34 | 460 | a5 
Employees per 1,000 kilowatts_.......-......- 3. 89 | 0. 68 3.33 | 0. 57 


TABLE 2-54.— Ratio of coal consumption in steam powerplants 


[Unit: kilograms per kilowatt-hour] 





| } 
Japan United Britain | West 
States | Germany 





1949 0. 814 0. 619 0. 61 0. 688 
1950 oe minke . 796 . 504 - 60 - 628 
i - 865 . 57 . 58 - 561 
1952. ... . 775 ee . 546 





1953... 22-2 ccc cceseccceccccccccccccasces-f = 0 (BQ J 002 220 -oanf none one eo-- | --enceeocceces 





SUPPLEMENTARY STATISTICS ON JAPANESE COTTON TEXTILE PRODUCTION, 1955-—56* 
PRODUCTION OF COTTON CLOTH 


Japan’s production of cotton cloth during the past year amounted to 220 to 
280 million square yards a month or about one-fourth of the production in the 
United States. 

However, the number of cotton and allied looms in Japan, as at the end of 
June 1956, was almost equal with that of the United States as shown below: 


SO ig aie acc pecan eet as lg nn tees ee etenrepipneh onan entiptioeeenintcinenens 80, 292 
Independent weavers : 
Ot Taree Crea kone aenmite maneesinadeeettenshencpsmanmaiids 290, 123 
SE Tse A peenegnaegesienennbenamanes 14, 884 
Total looms in Japan_____----- Er Seen nate taten tiara ane ee 385, 299 


The reasons why Japanese output accounts for only about one-fourth of the 
United States production, in spite of almost equal number of looms, are: 

(1) In the United States about 90 percent of the looms are working on three 
shifts and 10 percent on two shifts with only a very small proportion on a single 
shift. By contrast, in Japan almost all looms are operated by spinner-weavers 
on two shifts; and majority of independent weavers’ looms are on single shifts, 
excepting a very small portion which are on two shifts. 

(2) In Japan, the production of spinner-weavers is composed of 87 percent 
cotton cloth and 11 percent spun-rayon cloth. In the case of independent weavers, 
corresponding percentages are 65 percent cotton and 24 percent spun rayon. 

(3) Production on the spinner-weavers’ looms was cut down during the period 
from May 1955 through June 1956 on the recommendation of the Ministry of 
International Trade and Industry. Im the case of independent weavers, pro- 
— has also been cut under the medium- and small-enterprise stabilization 
aw. 

(4) Cotton power looms in Japan at the end of January 1955 were: 











a 
Ordinary Automatic | Total 
looms looms | 
RI age 27, 142 53, 960 81, 102 
Independent weavers_.._._._._____- BES DAE ES EE ARES 246, 839 8, 978 255, 817 
Total 


hi cst chel is iain aaah segs aeesanSainch aide - 273, 981 62, 938 336, 919 


Source : Research department of the All Japan Cotton Spinners’ Association. 
83979—56— pt. 2 


99 
“= 
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In Japan, automatic looms, with relatively high efficiency, account for only 
about 19 percent of the total capacity, and the balance of 81 percent are ordinary 
looms. In the United States all of the 369,144 looms are reported to be auto- 
matic looms, and there are considerable differences in the efficiency of individual 
machines. 


SPINDLE ACTIVITY 


Almost all of Japanese cotton-spinning mills are, as a rule, working 6-day 
weeks on a double shift. Their position differs considerably from that of Ameri- 
can counterparts—90 percent of which are running on 3 shifts. 

The operation rate of Japanese cotton-spinning mills has been fairly low as a 
result of a recommendation for production curtailment in the form of additional 
holidays advised by the Ministry of International Trade and Industry on the 
following scale during the period from May 1955 through June 1956. 


Curtailment rate or additional holidays per month 


Percent | Days Percent | Days 
1955: 1956: 
MAA, oc ccsssccwccssall 12 3 January-March. .---...-.--- 12 3 
August-November- ---..---- 16 4 se niet tataenscnihiaclgile aca Sods cnaplinnsaall 5 2 
pO eee 12 3 MEER Seb cecadencik 4 1 


In October 1955 production was lower, owing to the workers’ strike in the 
10 leading spinners which lasted about 10 days (on account of reporting period, 
part of the effect is reflected in November figure). 

In the attached table statistics on Japanese spindle activities differ from those 
given on the United States industry in the Department of Commerce’s Survey of 
Current Business, as follows: 

(1) Japan’s “operable spindles, last working day,” correspond to “spindles 
in place” in the United States. 

(2) In the absence of corresponding figures for Japan to American “active 
spindles, last working day,” there has been substituted “average operating 
spindles,” which is the average of active spindles on each working day. 

(3) The formula to obtain “operations as percent of capacity” for Japan is: 
Total spindle-hours during the month, 400 (16-hour day times 25-day month) 
operable spindles, last working day, total. ; 
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Mr. Harrrson. Mr. Ruttenberg? Mr. Ruttenberg has not come in 


yet. 
Mr. John G. Lerch of New York City will be our next witness. 
Mr. Lerch, you may proceed in your own way. 


STATEMENT OF JOHN G. LERCH, LAMB & LERCH, ATTORNEYS, 
NEW YORK, N. Y. 


Mr. Lercu. Thank you, Mr. Chairman. My name is John G. Lerch 
of the firm of Lamb & Lerch, attorneys, specializing in customs prac- 
tice at 25 Broadway, New York 4, N. Y. 

I have appeared here on occasions on behalf of a number of domestic 
industries, opposing the enactment of many of the statutes which you 
now have under review. It is in this same capacity I am now appear- 
ing to give my views on the effect of some of this legislation. 

Ever since we have become a nation, we have had tariffs. 

The development of agriculture and industry in the United States 
has been interwoven and largely dependent upon tariffs. 

In the beginning, tariffs were written for revenue only. As the 
Nation developed, so did the necessity for protection against foreign 
competition in agriculture and industry. Our early tariffs extended 
protection largely to agriculture; but, as industry developed, it was 
covered into the protective policy. This has been developed to the 
point that we not only have in the present tariff rates which protect 
our industries against low-cost foreign labor and low-cost foreign ma- 
terial, but we also attempt to provide against the practices of foreign 
governments and foreign cartels, when competing with American- 
made products. 

In this day of, we may say, paternalistic foreign policy, many of the 
safeguards and a large part of the protection that grew over the cen- 
turies have been dissipated, or so abridged that they are no longer effec- 
tive. However, the theory of protection still permeates our national 
economy and, unless adhered to, many of our industries, much of our 
labor, and the national economy will suffer. 

In the evolution of our protective principle, it was deemed wise and 
politic to define the amount of protection which should be extended 
to domestic industry and labor. Hence, the development of the flex- 
ible-tariff principle, which provides for the adjustment of duties so as 
to equalize the cost of production in the principal country of ex- 
pre abroad and that of the same commodity produced in the 

nited States. The present section is section 336 of the Tariff Act 
of 1930. This same section had previously occurred in the Tariff Act 
of 1922 and, to all intents and purposes, had been ably administered. 
However, when the Trade Agreements Act of 1934 was passed, its 
operation was suspended with respect to any commodity the duties on 
which had been reduced through concessions made under that act. 
Along with the suspension of section 336 in the Trade Agreements 
Act went the suspension of section 516 (b), which permitted an Amer- 
lcan manufacturer to hens the proper value or classification of a 
competing imported article. Section 516 (b), by the extension of the 


Trade Agreements Act of 1951, was reinstated and is now function- 


ing. However, no action under section 336 is now permitted on items 
the duty on which has been reduced. 
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Congress evidently, by permitting section 336 to remain in the 
statute, condones the purpose and the principles enunciated therein. 
Certainly, no American citizen, whether consumer or producer, free- 
trader or protectionist, can justify the entrance into rican com- 
merce of foreign-made merchandise at less than it cost the American 
industry and labor to produce it. To do so would give an unfair ad- 
vantage to low-cost foreign products over ee pro- 
ducers, whose activities are supervised and circumscribed by American 
regulations, pure food statutes, industrial standards, organized labor, 
et cetera. 

Under the above facts, we can see no reason why section 336 should 
not be allowed to operate. The repeal of its suspension in the Trade 
Agreements Act should be immediately effected so as to guarantee no 
reduction under the provisions of that act that would bring the landed 
cost of the imported article to less than the cost of producing the 
same article in the United States. 

Section 516, American manufacturers protest, as originally written, 
provided for the suspension of appraisements or liquidations of entries 
of imported merchandise upon the perfecting of the appeal by the 
American manufacturer. Under the Customs Administrative Act 
of 1938 (T. D. 49646), section 516 was amended so as to postpone the 
suspension of the appraisement or liquidation of current imports until 
a decision of the customs court or Court of Customs and Patent Ap- 
peals. The result of this amendment was to render ineffective this 
remedy, since when an American manufacturer filed an appeal, it was 
notice to the importer that his value or rate may be increased. The 
normal elapsed time from the filing of an appeal o a domestic manu- 
facturer to a decision by the customs court would be not less than a 
year. Therefore, if the imported merchandise was of a durable char- 
acter, immediately on filing an appeal, the importer now receives 
notice to stockpile merchandise against a possible final decision against 
him. Litigating a question on durable goods, therefore, is merely 
serving notice on the importing competitor that he will have 1 year, 
at least, of his unfair competition to provide against the effect of an 
adverse decision. 

In the orderly administration of customs procedure, it is not unusual 
for the Government to withhold appraisement of the importer’s entries 
for a period of approximately a year while the Government investi- 
gates the proper value at which to appraise. The same follows in the 
case of liquidations. 

Our question is, Why is it a greater hardship on the importer to 
wait a year for the final payment of duty when a domestic manufac- 
turer challenges the Government action on this imported merchandise, 
when he often has to wait the same period when he challenges the 
Government’s assessment ? 

Marking with the country of origin: 

Section 304 of the Tariff Act of 1930 and its predecessors have read 
as follows: 

SEC. 304. MARKING OF IMPORTED ARTICLES. 


(a) MANNER OF MARKING.—Every article imported into the United States, and 
its immediate container, and the package in which such article is imported, shall 
be marked, stamped, branded, or labeled, in legible English words, in a con- 
spicuous place, in such manner as to indicate the country of origin of such article, 
in accordance with such regulations as the Secretary of the Treasury may pre- 
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scribe. Such marking, stamping, branding, or labeling shall be as nearly indelible 
and permanent as the nature of the article will permit. * * * 

A literal construction of these simple English words will convey to 
the average high-school student that Congress meant to compel the 
product to be marked with the country of origin in such manner that 
the ultimate purchaser, the housewife in the department store, would 
know that she was purchasing foreign merchandise. 

The use of gummed labels and corded tags, which by nature can 
be readily removed, is more and more being condoned as proper mark- 
ing under the terms of this statute. 

The statute relies upon the Secretary of the Treasury to promulgate 
regulations for its proper interpretation and enforcement. The regu- 
lations published are sufficient and adequately provide for the admin- 
istration of the law, except that the Treasury Department has so lib- 
erally interpreted the language “ultimate purchaser” as to circumvent 
section 304. 

We, therefore, recommend that section 304 be amended by inserting 
in the first paragraph thereof, after the words, “so as to indicate,” the 
words, “to the purchaser at retail.” This will insure knowledge on 
the part of the user or the housewife of the origin of the product being 
purchased. 

Now, Mr. Chairman, I would like to state that those words “ultimate 
purchaser” were placed in the act itself, section 304, by the Customs 
Administrative Act of 1938. Ialso want to state that in the last couple 
of years the rulings of the Treasury Department on marking have 
become more stringent and more exacting. Therefore, while these 
are my a I would suggest that the Treasury Department give 
its opinion before any action is taken on them. 

Trade Agreements Act: We start out with the premise that the 
Trade Agreements Act is an unconstitutional delegation of power to 
the executive and hence void. But pending a ruling to this effect 
by a competent court, we have to live with it. Under this act the 
rates established by Congress in 1930, which averaged overall on manu- 
factured articles approximately 50 percent ad valorem, are now re- 
ported at the unprecedented low of 121% percent ad valorem. This, 
we believe, will equal or lower the average ad valorem rate of the first 
Tariff Act enacted by Congress, admittedly written for the purpose of 
raising revenue. 

The Trade Agreements Act, by propaganda or otherwise, has been 
commonly referred to as the Reciprocal-Trade Agreements Act, al- 
though the word “reciprocal” does not appear in the act, except to 
distinguish the truly reciprocal trade agreement with Cuba from the 
present act. However, the present act negatives any semblance of 
reciprocity by its provision : 

The proclaimed duties and other import restriction shall apply to articles the 

growth, produce, or manufacture of all foreign countries, whether imported 
directly, or indirectly. 
This provision makes any reduction under a trade agreement act a 
straight tariff reduction, unless the President under the terms of the 
act excepts countries from its operation, such as he has done with 
respect to countries under the Iron Curtain. 

If we are to live with this act, we recommend that it be limited to 
truly reciprocal negotiations with individual countries in exchange for 
concessions made by them. 
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The escape clause: the escape-clause provision, with its amendments, 
is still ineffective in most cases. It is dependent upon too many con- 
tingencies and too much executive discretion, in which politics may 
have a play. We believe the same purpose could be more —— 

i 


accomplished through the reinstatement of the “flexible tariff” (sec. 
336), which is an adjustment of tariff rates, open to importer and 
producer alike, to equalize, on a factual basis, the cost of production 
abroad and in the United States. We realize that this would entail 
a considerable expansion of existing Government personnel; but we 
believe this will be infinitesimal when compared to the loss industry 
and labor will sustain under present practice. 

H. R. 6040: A so-called customs simplification bill was recently 
enacted into law. On behalf of a number of domestic industries, I 
appeared before the committees of both Houses of Congress to point 
out the pitfalls of this legislation. This is available to your commit- 
tee and we trust that this testimony will be reviewed in the delibera- 
tions of your committee. 

However, there is a very important provision in this bill as enacted 
which was embodied in the bill in conference and as to which industry 
had no opportunity to debate. This is the provision which defers 
the application of the new section 402 (value) until the Secretary 
of the Treasury makes a survey of the effect of the new legislation 
and publishes a temporary list of articles, the average values of which 
viel be reduced by more than 5 percent, as to which the old method 
of appraisement would be retained. 

nder this statute, within 60 days after the publication of this 
list, any domestic industry may file with the Secretary of the Treas- 
ury its reasons for belief that other articles should be added to the 
list. After consideration of all claims filed with the Secretary, he 
will issue a final list of all articles to be appraised under the present, 
rather than the new, value provisions. 

We assume that this law was enacted after due consultation with 
interested administrative officials, since many of them appeared in 
support of it. Nevertheless, we contend that this provision is impos- 
sible of equitable administration. 

Under existing statutes, a Government official is prohibited the 
giving of information as to the value at which he is appraising im- 
ported merchandise to the domestic competitor. Moreover, the value 
at which the same official would appraise under the new provisions 
(not yet in effect), would be more or less speculative, if he were per- 
mitted to divulge it. What reasons must a domestic producer have 
for believing his products should be added to the temporary list, and 
how will he ascertain the facts upon which to arrive at a conclusion ? 
Nevertheless, he must file within 60 days after publication of the tem- 
porary list, for after that date all recourse is denied him. The tem- 
porary list, plus items added thereto to form the final list, forever 
determines the method of appraisement of imported merchandise, 
subject only to change by congressional legislation. 

The uncertainty of this, together with the fact that only after 
years of litigation will the scope of the new legislation be deter- 
mined, leads us to the suggestion that we should return to the lan- 
guage of section 402 of the Tariff Act of 1930, which, through judicial 
interpretation, has been definitely established and is commercially 
understood. 
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Thank you, Mr. Chairman. 

Mr. Harrison. Thank you very much, sir. Mr. Martin? 

Mr. FE. Martin. Mr. Lerch, I want to ask you about the marking 
Jaws and about the new valuation law. Do I understand that the 
Treasury Department has ruled the ultimate purchaser, as the words 
are now used in the marking law, does not mean the purchaser at 
retail? I am speaking with respect to consumer goods. 

Mr. Lercu. Not in just so many words, but in construing the mark- 
ing law they have ruled that where merchandise in a roll, such as wire 
cloth, is involved, it need only be marked, if it is to be consumed by a 
manufacturer, on the outer container. Therefore, all that kind of 
merchandise being dispensed through department stores is not marked 
so that the purchaser would know it. 

Mr. E. Marttn. If the importer tells the collector of customs that 
this is to be consumed by a manufacturer, and then the goods are sold 
through a department store, is there not some deceit or deception 
involved there? 

Mr. Lercu. There is a penalty for that in the law, if you catch up 
with him. 

Mr. E. Martin. You are suggesting that the law is not enforcible, 
or enforced ? 

Mr. Lercu. Not at all, sir. I simply say that my suggested change 
would make the intent of the law much more apparent and its enforce- 
ment much more simple. 

Mr. E. Marrrn. I am in favor of making it more simple. 

Mr. Lercu. Well, take my suggestion. 

Mr. E. Martin. Now, with regard to the new valuation law, your 
complaint is against the amendment which was, you say, put in in 
conference. That was the Senate amendment ? 

Mr. Lercu. That is right. 

Mr. E. Marrin. Of course, you do not prefer that the law go back 
to the status as it was when it passed the House, do you ? 

Mr. Lercu. I prefer that it go back to the status of 1930. 

Mr. E. Martin. But not H. R. 6040 as it passed the House. 

Mr. Lercu. Not by a long sight. 

Mr. FE. Martin. You say the Treasury is prohibited from giving out 
information on value. Do you think that the present law prohibits the 
Treasury from advising an importer or a manufacturer or a news- 
paperman or anybody who has an interest in it that widgets from a 
particular country are being appraised on a basis of foreign or export 
value? Isthe Treasury prohibited from giving out that information ? 

Mr. Lercu. It so construes the Revised Statutes and regulations 
which have been written under them. A domestic manufacturer has 
no more chance of learning that information by applying to the ap- 
praiser of merchandise in New York than you have of jumping out of 
a seventh floor window and landing safely. 

Mr. E. Martin. I asked a more general question first: if the Treas- 
ury will not advise whether the merchandise is dutiable under foreign 
or export value. Then certainly they will not advise specifically on 
what is the value at a specific time. 

Mr. Lercu. My answer was that they would not. If they would tell 
you whether it was foreign or export they would not tell you the 
amount or whether it was decreased by more than 5 percent. There- 
fore, what good will that knowledge do you? 
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Mr. E. Martin. I was trying to get into the record the attitude 
that you attribute to the Treasury Department on these factual ques- 
tions. I think you have a valid point in saying that if the Treasury 
will not give the American manufacturers information as to the ap- 
praisement practices that this right to protest the inadequacies of any 
preliminary list is not a very practical one. 

Mr. Lercu. I think you will find that so under, as I said, the Re- 
vised Statutes and the regulations which have been written by the 
various departments construing their jurisdiction. 

Mr. E. Minthd. It just seems to me that that construction goes 
pretty far. 

Mr. Lercu. Well, we have to live with it. 

Mr. E. Martin. Thank you, sir. 

Mr. Harrison. Mr. Morrison? 

Mr. Morrison. Mr. Lerch, do I understand that you think the 
flexible-tariff provision or the difference in cost-of-production principle 
had been established as a general principle of American tariff policy? 

Mr. Lercu. That was written into the act of 1922 for the alleged 
purpose of taking the tariff out of politics and rendering unnecessary 
any revision such as was made in 1930. But, of course, it has not been 
thoroughly availed of. Then in 1934 it was suspended and is no 
longer available. 

Mr. Morrison. But it was subject tosome limitations. For instance, 
you could not transfer goods from the free to the dutiable list ? 

Mr. Lercu. That is right; within the prescribed yardstick laid down 
by Congress. 

Mr. Morrison. I take it you do think it was an entirely appropriate 
principle? 

Mr. Lercu. I think it is very practical. It was legal and so held 
in the Hampton case by the Supreme Court of the United States. It 
is my view, applying that same case to the Trade Agreements Act, 
that the Trade Agreements Act is unconstitutional by reason of the 
fact that Congress has not laid down a yardstick for the finding of 
fact by the Commission. 

Mr. Morrison. My question was not whether it was legal and con- 
stitutional, but whether it was appropriate. 

Mr. Lercu. I ask that we go back to it, so obviously I think it is a 
very effective remedy. 

Mr. Morrison. The provision was — interpreted, I think, to 
be applied through examination of the costs of the firms producing 
the article; was it not? 

Mr. Lercu. It was the cost of production in the principal country 
of export against the cost of production here. The rate would exactly 
equalize that up or down, within a range of 50 percent. 

Mr. Morrison. But the costs to be examined here were the costs 
of the concerns actually producing the article in question. 

Mr. Lercu. The industry, I would say, rather than the concern. 

Mr. Morrison. Well, would you think it appropriate that if the 
only concerns producing the article in question did not employ as 
economical techniques as were applied elsewhere in the production of 
similar articles that there should be any allowance made for that in 
the application of this principle? 
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Mr. Lercu. Well, in the formula which is laid down by section 336 
I think all of those elements are provided for in the finding of fact 
by the Tariff Commission. 

Mr. Morrison. If they are not you think they should be? 

Mr. Lercu. There is no doubt about it. I would go a little bit 
further than that. I have advocated here before the committee of 
Congress for the last 20 years that the Tariff Commission should be 
made by the Congress its fact-finding body and should be made a 
7-man Commission with life tenure with only a majority of any one 
political party, such as was written for the old Board of United States 
General Appraisers. 

Mr. Morrison. I have no further questions. 

Mr. Harrison. And subject to that you would go back to 1930? 

Mr. Lercu. Absolutely. 

Mr. Harrison. All right. Thank you very much. The committee 
is grateful to you for your appearance and the information you have 

iven us. 
‘ Our next witness is Mr. W. M. Reid, the president of the Rice 
Millers’ Association. Mr. Reid, we are very happy to have you here. 
You may proceed in your own way, sir. 


STATEMENT OF WILLIAM M. REID, PRESIDENT, RICE MILLERS’ 
ASSOCIATION, NEW ORLEANS, LA. 


Mr. Rem. Mr. Chairman and gentlemen, I am William M. Reid, 
president of the Rice Millers’ Association, the national trade organ- 
ization of the rice milling industry. Firms which are members of the 
Rice Millers’ Association process over 75 percent of rice produced in 
this country. 

I am appearing here today not only in behalf of the membership of 
the Rice Millers’ Association; I am here today to present the position 
of the entire United States rice industry in ainda to a serious prob- 
lem—in fact a critical problem—confronting the industry under a 
reciprocal trade agreement with our neighbor—the Republic of Cuba. 
My remarks are addressed to item C topic G of your agenda. I am 
not going to deal in abstractions or vague generalities; but will discuss 
a specific case. 

or many years the United States has had reciprocal trade agree- 
ments with Cuba under which United States rice has been awarded 
special tariff preferences in Cuba. In consideration for special ad- 
vantages awarded by the United States to Cuba on products which 
Cuba exports to the United States, under a bilateral agreement Cuba 
gave to United States rice a 40 percent preferential tariff rate prior 
to 1937 and in 1937 raised the tariff preferential for United States 
rice to 50 percent. 

In 1947 the United States-Cuba rice agreement was incorporated 
into the General Agreements on Tariffs and Trade, and thereby was 
given the official recognition and sanction of the GATT. Conversely, 
the rules and regulations of GATT became an integral part of the 
United States-Cuba bilateral trade agreement. 

Under the United States-Cuba Rice Agreement, United States ship- 
ments of rice to Cuba increased steadily for many years, reaching an 
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all-time peak of 6,959,708 hundredweight, in 1950-51, rice marketing 
year, which is from August 1 to July 31. 

In the late forties, however, an ominous cloud began to darken 
United States-Cuba rice relations. At that time certain influential 
persons in Cuba became interested in production of rice in that Repub- 
lic, and a deliberate plan to promote production of rice in that country 
was instituted. Despite the obvious economic advantage to Cuba of 
procuring rice from the United States, this small group of individuals 
pushed ahead aggressively in their campaign. They found early in 
their efforts that they cou not compete with United States rice even 
with the protection afforded by (1) the high price for United States 
rice made mandatory by the United States price-support program, 
(2) the shipping costs of $1 per hundredweight on rice from the United 
States to Cuba, and (3) the import duty of 85 cents per hundred- 
weight which Cuba imposes on United States rice. Therefore, they 
set to seeking devious means of excluding United States rice from 
Cuba. Let me assure you they have found many such ways—all of 
which are in contravention or violation of the United States-Cuba 
rice agreement and the GATT. They have influenced the Govern- 
ment of Cuba many times to shamefully evade—yes; to ruthlessly 
violate—contractual commitments of that country under the rice 
agreement. 

Here is a statement of the more important of Cuba’s breaches of 
faith in respect to the rice agreement : 

(1) Cuba imposed a tax of 6 percent of the invoice c. i. f. value on 
rice imported from the United States while not imposing a like tax 
on rice produced in Cuba. This tax virtually nullifies the preferential 
tariff rate which Cuba extended to the United States. Moreover, it 
is a violation of article III, paragraph 1, of the GATT, which pro- 
vides as follows: 


The products of the territory of any contracting party imported into the terri- 
tory of any other contracting party shall be exempt from internal taxes and 
other internal charges of any kind in excess of those applied directly or indirectly 
to like products of national origin. 

(2) Cuba developed and maintains a system of individual importer 
quotas on imports of rice, which in effect amounts to a quantitative 
restriction on importations. Since no importer can bring into the 
country any more rice than the quota allotted to him, the total quan- 
tity of imports is limited to the total of the importer quotas. This 
is a violaion of article XI of GATT, which provides that no quan- 
titative prohibitions, or restrictions, whether made effective through 
quotas, licenses, or other measures, shall be instituted by a contracting 
party on importations from the other party, unless domestic produc- 
tion of the commodity is also restricted in the importing ee 
Cuba not only fails to restrict domestic production of rice; it delib- 
erately encourages expansion of the domestic rice industry. 

(3) Cuba requires import licenses on rice from the United States. 
This is a violation of article XIII, paragraph 2 (c), which stipulates: 

Contracting parties shall not, except for purposes of operating quotas’ allo- 
cated in accordance with subparagraph (d) of this paragraph, require that 


import licenses or permits be utilized for the importation of the produce con- 
eerned from a particular country or source. 


1 Quotas referred to in this article means proration between countries signatory to GATT 
and not a division of.imports between a specified group of-importers. 











CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 893 


(4) By an administrative order issued last year, Cuba limits the 
class (quality) of United States rice that may be imported into Cuba 
to rice containing not more than 30 percent of broken kernels. Broken 
kernels are just as nutritious as whole kernels of rice, but sell at a 
lower price for reason of appearance alone. As Cuba does not pro- 
hibit the sale of broken rice produced in Cuba, this, too, is a violation 
of article III, paragraph 2, of GATT, which provides: 

The products of the territory of any contracting party imported into the terri- 
tory of any other contracting party shall be accorded treatment no less favorable 
than that accorded to like products of national origin in respect of all laws, 
regulations, and requirements affecting their internal sale, purchase, transporta- 
tion, distribution, or use. 

(5) By an administrative order issued only 2 months ago, Cuba 
now limits the importation of rice to United States grades 1, 2, and 3. 
As Cuba does not restrict the sale of domestically produced rice to 
grade 3 or better, this, like item (4), is a violation of article ILI, para- 
graph 2, of GATT, and was designed solely to further restrict the 
types of United States rice that enter Cuba to only the most expensive 
types. In other words, to price us out of the market. 

Thus, you see, the strategy of the Government of Cuba has been, 
and continues to be, to put the squeeze on United States rice—make 
it as difficult as possible for United States rice exporters to enter the 
Cuban market. Import regulations are changed frequently, often 
without any advance notice. “Confusion” and “handicap” aptly de- 
scribe the situation which the Cuban Government has imposed on 
United States-Cuba rice trade. Their results have been remarkable, 
as the following statistics on shipments of United States rice to Cuba 
over the past 6 years will show: 


Hundredweight Hundredweight 
LOSE ik bi. sitcccpetbbiitectnetls ©, O60, TOR: 1008-64. 6. et 4, 655, 390 
Fe ica cis cnsectaimaalitinhcicitpanctaiin Sen eit tennsbnttinicaetinianicbbiecds 3, 288, 782 
Tai. cpnteteecntnecanccuvertaans CG EE RP iitticteniccencrmceitiniians 3, 037, 614 


As will be readily observed, the United States rice industry is being 
ee eliminated from the Cuban market, despite the GATT and 
other reciprocal-trade treaties between the United States and Cuba. 
The trade agreement, upon which we had placed so much faith, has 
turned out to be empty and meaningless—because our Government 
has neither the will nor inclination to demand compliance to it. 

The Rice Millers’ Association and other rice industry organizations 
have called this problem to the attention of the United States Depart- 
ment of State on many, many different occasions. We have vigorously 
urged the State Department institute corrective proceedings. On 
almost every occasion the State Department has admitted the validity 
of our protests, but in each case the total extent of the Department 
efforts to obtain remedies has been to send a few nicely worded notes 
of protest, and then drop the matter. When pushed by the industry 
for firm and effective action State Department officials fall behind 
their favorite excuse—they say we might drive Cuba to communism if 
we force her to live up to her contractual commitments. 

These infringements by Cuba of the rice agreement are indeed 
shocking in themselves, but it is even more shocking to consider that 
the officials of our Government who are supposed to handle such mat- 
ters have permitted this problem to reach such disgraceful proportions 
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It seems to me that it is time this country developed a sounder ap- 
roach to foreign problems of this country than the present costly 
‘give in” and “give away” approach. About all any country has to 
do re to have its way with the United States is to wave the hammer 
and sickle. Everybody knows it, everybody practices it, everybody 
laughs up their sleeve at the way the United States scampers for their 
favor. Unless and until there is a change in the basic approach to 
foreign relations, trade agreements between this country and other 
countries may well be considered documents for exploitation rather 
than promotion of the United States economy, since the United States 
representatives are always ready to give something to other countries 
but never ready to require other countries to reciprocate, even to the 
extent of living up to written public agreements. Let me hasten to add 
that this criticism is not confined to the current administration. There 
is nothing political in my statement whatsoever. We found the same 
attitude—the same approach—to foreign-trade relations in the pre- 
vious administration. Seemingly, it is a basic philosophy which has 
become thoroughly imbued in our officials, and which will remain so 
imbued until bipartisan sentiment, and legislation, force a change. 

The situation in respect to the rice agreement has now reached a 
critical stage. The United States rice industry is on the verge of being 
totally eliminated from Cuba—under the auspices of the General 
Agreement on Tariffs and Trade—an instrumentality which pur- 
portedly was designed to promote trade and protect signatory coun- 
tries against insidious trade discriminations. 

In closing, let me emphasize that my remarks here today should not 
be construed as castigation of the idea or principle of reciprocal-trade 
agreements. We firmly believe that reciprocal-trade agreements can 
be very effective tools for expanding trade, promoting good foreign 
relations, and contributing to the welfare of this country. However, 
if the GATT and other reciprocal-trade agreements are to have the 
value to our economy which is intended by the Congress in granting 
authorization for them, then seemingly there must be legislation per- 
mitting and compelling the administrative branch of Government to 
take any necessary ee to protect the interests of United States in- 
dustry as accorded and intended by the terms of any reciprocal-trade 
agreement. Our experience shows that unless this is done, reciprocal- 
trade agreements can be of no more value than the paper on which 
they are written. ; 

Mr. Harrison. Thank you very much, Mr. Reid. 

Mr. Martin ? : . 

Mr. E. Marrrn. Mr. Reid, have you given specific attention to just 
what legislation could be evolved to meet this problem ? 

I take it that the State Department has agreed, at least, to some 
of your contentions about the Cubans having violated the trade agree- 
ment. 

Mr. Rem. I assure you that they have agreed with most of them. 

Mr. E. Martrn. But, nevertheless, you say they have done nothing 
about seeing that the agreement which was negotiated was carried out 
by the Cubans? : . 

Mr. Re. That is correct. There have been discussions. As a mat- 
ter of fact, there have been three. The State Department and the 
Foreign Agricultural Service of Agriculture jointly have sent a com- 
mittee toCuba. They sent one there in 1954 and they sent another one 
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in 1955. They are talking about sending a third one in 1956. There are 
discussions going on now about these violations but these discussions 
do not amount to any effective action. It seems to me as a Government, 
we should do what I would do as an individual. If I were a con- 
tracting party to something and the other party to it violated the 
agreement, I would take the action that was open to me to settle it. 
[ think the United States could go to GATT, if it is an effective organ- 
ization, through them rather than through these direct discussions. I 
do not see why they do not go over it with GATT and develop these 
facts. As I said, I have cited to you specific things that I allege are 
violations, and I have quoted articles of GATT to enna my allega- 
tions. I assure you that in 1954, a committee from the State Depart- 
ment headed by Assistant Secretary Morton met with me and dis- 
cussed this. This last year a committee was designated under one of 
the economic advisers. They did not disagree with me one iota. They 
said to me, “What would you do?” I said, “Let us tear up the agree- 
ment, if we have an agreement, and cannot enforce it.” I say that it is 
insulting to the dignity and prestige of the United States to have an 
agreement which they openly and flagrantly violate. If that is to con- 
tinue, we should say we will remove those concessions and you just 
cancel out the concessions about rice. Regardless of the fact that my 
economic welfare is tied up in this industry, I would prefer that to 
having an agreement which is not worth the paper it is written on, and 
which cannot be enforced. 

Mr. E. Martin. Do you understand the Cubans agreed that their 
actions violated GATT ? 

Mr. Rew. No, sir; I do not. I have not sat in on those meetings. 
Notwithstanding the fact that the Foreign Agricultural Service re- 
quested the State Department to let me sit in on this discussion, 
they said that I could not do that even as an economic adviser who 
was thoroughly familiar with all of the facts. They told me that I 
could sit outside the door and they would come out and consult with 
me, which is not effective. AI] that I know about what the officials 
of Cuba have said is from hearsay. None of the officials of the Cuban 
Government have discussed it with me. 

Mr. E. Martin. Were all of the Cuban participants in the nego- 
tiations Government officials, or were some of the members of the 
Cuban rice industry in them ? 

Mr. Re. In my opinion, the economic adviser is a man with a 
direct personal interest in the rice industry in Cuba. 

Mr. E. Martin. But he is also a Government official ? 

Mr. Rep. Yes, I presume for this purpose, at least. 

Mr. E. Martin. I do not want to press too much about the specifics 
of it, but you have asked for legislation. I think it envisages legisla- 
tion under which American industry would have some sort of pro- 
cedural rights to get the question of a man’s business being impaired 
by a violation of an agreement, to get that question directly before 
the State Department. 

Mr. Re. Yes, sir. 

Mr. E. Martin. And to get an answer as to his position, either an 
answer telling him, “No, you are wrong,” or an answer agreeing with 
him, that he is right in part, and providing for some progress toward 
getting a result. 
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Mr. Rew. Yes, sir, if I had thought it proper for me to do so, I 
would have brought letters here from the State Department to some 
of the Congressmen and Senators in which the admission was tacitly 
made of these violations, but those letters were not addressed to 
me. Therefore, I did not feel privileged to present them to you here, 
but I assure you that the violations have been admitted. 

Mr. E. Martin. It should not be necessary for an industry to get 
some Senators’ or Representatives’ letters from the State Depart- 
ment. 

Mr. Ret. No, sir. 

Mr. E. Martin. There should be a direct contact between American 
business and the Government that is running the show. 

Mr. Rem. I did not know what to propose here, but I did think 
that it was desirable to present the facts to you gentlemen for the 
record. You are considering the desirability of reciprocal trade 
agreements. Here is an instance in which there is an agreement which 
was developed and probably there was a meeting of the minds and 
harmony between the parties at the time when it was developed. 

Now, then, the agreement having been reached by negotiation, it 
would seem to me that there should be some way to make that agree- 
ment effective. That is the point that I want to bring before you. 
Why waste your time and effort to sit here and authorize negotiations 
looking toward a trade agreement and then have it turn out that a 
whole industry is sare affected because that trade agreement 
is not being conformed with ? 

Mr. E. Martin. I think you indicated that your trouble began in 
the late forties, but now to get more specific than that, how long do 
you consider that the Cubans have been in violation of their GATT 
obligations, with respect to rice ? 

r. Rem. I would say the first violation was this: The present 
taxes have been in violation ever since the agreement was first put 
under GATT. The others have been progressive. The last one was 
even as recent as 2 months ago, the last one that I allege there. That 
is the prohibition against the importation of all except certain classes 
of rice. On those classes of rice, the Cubans have the protection of our 
farm support price and they have also the protection of a dollar per 
hundredweight free from southern gulf ports to Cuban ports. n 
they have added an 85-cent tariff charge, and then they have added 
a 6-percent surcharge on our price which is not misoned on the other 
rice. In addition, they are restricting against our highest types of 
rice. In other words, we are getting to the point where we can sell 
only Lincolns, Cadillacs, and so forth in rice, and the Fords and Chev- 
rolets cannot be sold. 

Mr. E. Martin. We have had other complaints about Congress not 
having proper accounting from the executive departments, and you 
should understand that this business is in a field where there is ver 
little experience of the detailed type of accounting which is desired. 
Any ideas that you have on reducing that to practice, I think would be 
welcome. 

Of course, I do not know whether the committee would consider 
them favorably, but as a member of the staff, I should like to see them. 

Mr. Rem. I would be very glad to try to develop something for you 
along that line. I think it is too grave a problem to grab the right 
answer out of the air, because I do not think that there is any quick 
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answer to this problem, but I think if we had a direct approach and if 
the State Department had to conduct hearings, and as you say, we were 
getting accounting, I think that we would be in better shape. 

Mr. E. Martin. Thank you, Mr. Reid. 

Mr. Harrison. Mr. Morrison ? 

Mr. Morrison. Mr. Reid, there has been testimony here to the effect 
that our own restrictions on imports of agricultural products are vio- 
lative of the GATT commitments. I do not know the extent to which 
that has been admitted by the United States, but, at any rate, there 
has been a waiver of our commitment. 

Now, I wonder if our own behavior with respect to restrictions on 
imports of agricultural commodities may not considerably prejudice 
any action we could take against Cuba for a violation of this sort ? 

Mr. Rem. I am not informed of that, Mr. Morrison, but, as you 
say, that could well be. Of course, you cannot seek equity unless you 
come in with clean hands. 

I do know of certain restrictions that we imposed on products, but 
we almost imposed restrictions on our own products, similar to those 
which were imposed on the importers. 

There may be other instances where that is not followed, but I do 
not know. 

Mr. Morrison. I think it is a complication for any directive that the 
Congress might give in this connection. 

Mr. Rew. I, of course, might also advisedly suggest that we live 
up to our commitments. I think that is perfectly significant. 

Mr. Morrison. I think on at least one occasion, Congress enacted 
legislation that was in violation of our commitment—under section 
104 of the agricultural act. 

That is all, Mr. Chairman. 

Mr. Harrison. Thank you very much, Mr. Reid, for your state- 
ment and the information you have given us. 

Mr. Rem. Thank you for according me the privilege of appearing 
before the committee. 

Mr. Harrison. Did Mr. Ruttenberg come back yet? 

(No response. ) 

Mr. Harrison. We have as our next witness Mr. B. A. Rittersporn, 
Jr. Mr. Rittersporn appears before the committee on behalf of the 
Committee on Foreign Trade Education, Inc. 

You may proceed, Mr. Rittersporn. 


STATEMENT OF B. A. RITTERSPORN, JR., IN BEHALF OF THE 
COMMITTEE ON FOREIGN TRADE EDUCATION, INC., NEW YORK 
CITY 


Mr. Rrrrersporn. Mr. Chairman and members of the House Com- 
mittee on Customs, Tariffs, and Reciprocal Trade Agreements, my 
name is B. A. Rittersporn, Jr. Iam a resident of Winnetka, Ill, now 
temporarily living in New York City. 

I appear here today in my capacity as director of the Committee on 
Foreign Trade Education, the address of which is 104 East 52d Street, 
New York City, which is the office of the national headquarters. 

Iam very grateful to you for this opportunity to present the general 
philosophy and the specific views and iascumnitesahiaian on the im- 
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portance of foreign trade of the chapters and national membership 
of the Committee on Foreign Trade acai. Inc. 

Your inquiry is of the utmost importance, we believe, because of 
the body of facts and opinion it can provide to the next, the 85th 
Congress. Without this accumulation of facts, this search for new 
ideas to stimulate our Nation’s foreign trade and, by that, enhance 
our national prosperity and strengthen our international political 
position, the discussion of trade policy could too easily break down 
inte noisy, but essentially meaningless wrangling. 

And we believe that the timing of these hearings is particularly 
fortunate, insofar as they may provoke discussion in the political cam- 
paign. We believe, very strongly that the tariff-trade policy is the 
preeminently appropriate subject for the campaign. The most sig- 
nificant part of our current program, in fact, involves stimulating 
discussion of this nature. While maintaining a scrupulously nonpar- 
tisan position, we are, for instance, providing platforms from which 
candidates of both parties can take their stand, one way or another, 
on foreign trade. In addition, we are polling all candidates for the 
House and the Senate from the areas in which we operate chapters, 
and will release their responses to both national and hometown media. 

This program is built on the premise that foreign economic policy 
is of the first importance to the Nation—that candidates for political 
office must make their stands known to the public. We are pleased 
that trade policy has already figured importantly in the Wisconsin 
senatorial primary contest and hope very much that these hearings 
may stimulate more campaign-time discussion and, by that, public 
education. 

The reasons why we have for 3 years tried to bring the importance 
of trade home to the public are these: First, a “protectionist” United 
States foreign economic policy cannot build up, but only tear down, 
our foreign political policy. “Protection,” we say, makes the Nation 
and the world more vulnerable to Communist aggression. Secondly, 
we believe that a growing international trade stimulates our Nation's 
economy and is an extremely important factor in our chances of main- 
taining and increasing prosperity of the American people. 

We have consistently called to the attention of the public the fact 
that Soviet theory has from the time of Lenin sought to exploit the 
so-called contradictions of international capitalistic trade. The Com- 
munists have without deviation believed that the capitalistic countries 
are incapable of maintaining a growing trade and will, as a result, 
eventually “fall upon one another.” This doctrine has during the last 
2 or 3 years been given the highest prominence as the Soviets have 
launched a worldwide economic offensive in order to exacerbate those 
“internal frictions.” 

The news of last week that Indonesia is about to conclude a major 
trade and aid pact with Russia underscores the effectiveness the Rus- 
sian economic campaign is enjoying throughout the world and, most 
importantly, in the critically important Asiatic nations. 

As long as our trade policies seem to discourage trade, the rest of 
the world, and particularly the underdeveloped and have-not nations, 
will with increasing longing look to Russia and Communist China. 
The question is, perhaps, of greatest moment in regard to Japan. 
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While Japanese exports to United States are more and more often 
attacked and discriminated against, many of the Japanese, very nat- 
urally, anxiously consider whether their economic survival does not 
demand that they fall into the Communist trade orbit. 

Because there is not now much sense being said on the relevance 
of our trade policy to the possibility that Japan will be captured by 
the Communists, we were delighted to see just last Thursday the blunt 
and pragmatic New York Daily News meet the issue face on: 

We hear a good deal about cheap Japanese goods, mainly textiles, seafood, and 
chinaware, flooding the American market, to the grave injury of United States 
producers. * * * There are those who insist that these reports are exaggerated— 
that, for one example, Japanese textile sales in this country total less than 2 


pere nt of United States textile production. 
It is a fact— 


The Daily News says— 


that Japan reported purchases from us of $772 million worth of goods in 1955 


and sales to us of only $449 million (round figures). That left a very snug 
trade balance of $232 million in our favor. * * * 


Like Britain, Japan must export or die. The more it can sell to free coun- 
tries, the less it will have to cater to the Red imperialists on the mainland of 
China, and the longer it can remain a friend of ours. * * * 

It seems to us only wise for the United States to keep this friendship alive 
and growing in every feasible way. If we ever fight again in the far Pacific, 
we should do much better with Japan as a friend or ally than as an enemy. 

There is, of course, a great deal more information that should be 
presented if we were, at this time, to make a complete analysis of the 
misguided campaign that many members of the domestic cotton tex- 
tile industry, the tuna-boat operations and others have launched 
against the Japanese. We quoted at length from the Daily News, 
however, because we wish to associate ourselves with the plain, prac- 
tical thinking they put forward—there are a lot of curious miscon- 
ceptions about Japanese imports being popularized; Japanese trade 
is very profitable to the United States; we desperately need Japan 
xs ally and friend; and that United States “protectionist” outcries 
can force the Japanese into the Communist trade orbit. 

It is our conviction that the Daily News’ formula not only is right 
about Japan, but expresses the sort of careful self-interest that can 
best serve us throughout the world. 

The significance of foreign trade to our domestic economy is also 

very clear. According to the Ways and Means Committee report on 
HI. R. 5550, United States exports of goods and services in 1955 reached 
the figure of $19.7 billion, not including military aid. Foreign mar- 
kets provided the Nation, therefore, with the equivalent of 5.1 per- 
cent of our gross national product. 
__ While farm policy is the subject of vigorous national debate, it is 
illuminating to learn that our 1955 agricultural exports represented 
the equivalent of the output of all the cultivated lands of Mississippi, 
Tennessee, Louisiana, Kentucky, Alabama, Florida, Georgia, North 
Carolina, South Carolina, and Virginia. 

And we recall that no less than 4,500,000 American families di- 
rectly owe their incomes to foreign trade, import or export. 

This is the context of our thinking, against which we will now dis- 
cuss the Trade Agreements Act, the escape clause, defense essentiality 
and more briefly, peril point quotas, and foreign restrictions on trade. 
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THE TRADE AGREEMENT ACT 


We are, of course, in support of the general philosophy of the Hull 
reciprocal trade program. We are convinced that the program has 
been of immense value to our country. 

The Trade Agreement Extension Act of 1955 will, of course, expire 
in 1958. We hope that it will be renewed at that time for a period 
of no less than 10 years. We make that recommendation because we 
know how important stability is to business. Neither foreign ex- 
porters nor American importers can vy plan sales campaigns, 
for instance, if there is the constant danger that the entire formula 
upon which a campaign is based may be upset in 3 years, 2 years, or 
1 year. Nor is it of value to expose people engaging in commerce to 
the upsurge of rancor that usually seems to occasion debate on the 
renewal of the program. Therefore, although we understand that 
Speaker Rayburn has advocated a perpetual renewal of the Trade 
Agreement Act, we tend to agree with Senator Capehart in thinking 
that a 10-year extension will best serve the interests of the Nation. 

It is also probable that the Tariff Agreement Extension Act of 1958 
should include provision authorizing the President to continue to 
reduce trade barriers selectively. Many tariffs continue to be very 
obviously too high—we will cite one particularly important example 
later. In addition, many others, while not seemingly astronomical, 
effectively prevent even the smallest trickle of imports. Delegating 
the responsibility to the President to negotiate reciprocally profitable 
trade agreements has always been of real value to our own economy. 
The evidence of the last 3 years suggests no reason why the President 
should after 1958 be deprived of complete initiative to stimulate trade 
in cases where tariff reduction is fully consonant with the national 
interest. We suggest, therefore, that serious consideration be given 
to including in the 1958 act another 3-phase, 15-percent tariff reduction, 
similar to the provision of the act of 1955. 


THE ESCAPE CLAUSE 


We support the philosophy of the escape clause. As we told the 
Ways a Slane Committee in January 1955: 

We fully agree that, as in all business operations, the contracting parties (to a 
reciprocal trade agreement) should retain reasonable safeguards—means for 
cancellation or modification. 

Many authorities have warned, however, that promiscuous use of the 
escape clause can leach away the stability of trade conditions to which 
we refer above. Foreign exporters and American importers, we are 
told, tend to see the escape clause as a trapdoor through which they may 
fall if their business efforts begin to achieve success. This atmosphere 
then, it is contended, atrophies trade before it has even started and 
encourages a belief throughout the world that the United States is not 
quite willing to live up to its protestations favoring an expanding 
world trade. 

We have, in a way, recently tested these theories. In a survey, not 
yet completed, of a cross section of the world’s important newspapers, 
we find, so far, that absolutely each and every respondent has been 
acutely aware of the escape clause and its deleterious potentialities. 
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That is to say, again relating foreign economic policy to foreign 
olitical policy, that our respondents in Indonesia, Ceylon, and 
india, even though their nations have not directly felt the effect of 
the escape clause believe it significantly tarnishes our nation in its 
role of leader of the free world. 
The escape clause can be put into effect— 


when the product on which the concession has been granted is, as a result, in 
whole or in part * * * being imported into the United States in such increased 
quantities, either actual or relative, as to cause or threaten serious injury to the 
domestic industry producing like or directly competitive products. 


The escape-clause machinery may be made available not only to an 
entire industry but to that— 


portion or subdivision of the producing organizations manufacturing, assembling, 
processing, extracting, growing, or otherwise producing like or directly competi- 
tive products or articles in commercial quantities. [Emphasis ours.] 


Although we support the essence of the escape clause, we are dia- 
metrically opposed to the abuse of this worthwhile facility fomented 
by the clause’s loosely drawn language and its apparently all- 
encompassing ordinants. The words “in whole or in part”, “actual 
or relative”, “cause or threaten”, and “portion or subdivision” are, 
we submit, such that escape-clause proceedings are too often not sober 
economic analyses, but high-powered public-relations juggernauts, as 
most notably demonstrated in the squalid watch controversy. 

We urge that the escape-clause machinery be revised in 1958, if not 
sooner, in accordance with the general lines suggested by the Sub- 
committee on Foreign Economic Policy of the Joint Committee on 
the Economic Report. That subcommittee’s findings were : 


If the escape clause is to be applied, its use should not be authorized in the 
following situations: (@) when the domestic industry affected by foreign com- 
petition is still growing and expanding its markets; (6) when only a minor 
commodity or small group of commodities produced by complex industries are 
affected at a time these complex industries are doing well in other major lines 
(usually such industries can shift the composition of their output to their more 
competitive lines); (c) if imports constitute less than 10 percent of domestic 
sales. Imports of so low a level may be serious to individual firms but should 
not be thought as destructive of an entire industry. 

When the escape clause is applied, it should be considered a temporary reprieve 
while other solutions are sought, not as permanent protection. A time limit for 
such a reprieve might be made a part of the action, with the provision that the 
original lower duties will be restored at the end of the period. 


Even by this revision, however, the escape clause will continue to 
engender one unfortunate byproduct. That is, to be very bald, 
consideration of trade policy will constantly be based on negative 
premises. Business groups, legitimately or not, will be militating 
against the general form of our foreign economic policy. Proponents 
of that policy, both those having a self-serving interest and those 
concerned with the general national interest, will be on the defensive. 
We do not believe that it is constructive to give the initiative to 
antagonists of international trade, exclusively. 

We urge that there be an escape clause for adherents of our trade 
policy, too. We believe that consumer groups, for example, shou!d be 
able to appeal to the Tariff Commission for a lowering of tariffs which 
have deprived them of worthwhile products. 

Inasmuch as we believe that one American businessman is no less 
important than another and because we recognize that the better part 
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of each dollar paid for imports goes to American assemblers, dis- 
tributors, and merchandisers, we believe that American importers 
should also have the opportunity of petitioning the Tariff Commission 
for the reduction of various tariffs and/or other trade impediments. 

Exporters, no less, should have a defined means by which they can 
present reasons why they feel the administration should strive to 
negotiate away the trade restrictions of foreign countries. 

Although our recommendations will, admittedly, put a lot of balls 
in the air, our judgment is that, on the whole, the advantages will be 
considerably greater than the possible disadvantages. 

While discussing the escape clause, we will make this additional 
point. We believe that the Nation must be ready to provide relief to 
industries that suffer real injuries from import competition. We 
believe that except for some unusual circumstances, this aid to domes- 
tic industry should not be in the form of tariff relief or any other 
device normally used to disrupt trade for protective purposes. In- 
stead, where the Tariff Commission finds injury, we suggest that the 
services of the Government should be afforded to the suffering industry 
in an effort to help it go into new, more economic, lines of production. 
To this end, loans, grants, technical aid, and so forth, should be made 
available to the management of the affected industry and the com- 
panies which make up its parts. 

There is ample precedent for this sort of governmental aid in 
facilitating economic adjustment. Just as injury from import com- 
petition may occur as an unfortunate consequence of national policy, 
it was necessary for many companies and many workers to be given 
governmental aid in facing the dislocations brought on by World 
War II and the Korean war. And, in fact, President Eisenhower’s 
economic report for 1956 urges a somewhat analogous sort of aid for 
depressed areas, the area-aid program—the so-called domestic point 4. 

We are aware that several of the technical witnesses the subcom- 
mittee heard a the first 3 days of the hearings proposed just this 
sort of program. We hope that their objective analyses of the prob- 
lem will prompt the Congress to enact appropriate legislation early 
in 1957. We specifically urge that the Trade Adjustment Act, H. R. 
229, introduced by one of our honorary members, the Honorable Har- 
rison A. Williams, Jr., Democrat, of New Jersey, will be very carefully 
considered. 


DEFENSE ESSENTIALITY 


If a total war, somehow, does not obliterate the United States indus- 
trial plant, we are sure that all businesses left standing will be ex- 
tremely important in the defense effort. Even during World War II, 
when the “Arsenal of Democracy” was almost 4,000 miles from the 
nearest battlefront, all businesses had a very important part to play. 
Indeed, we can only recall one which the Government deemed so non- 
essential that it was forced to suspend operation—and that was the 
racetrack industry. 

And a huge part of that industry, including many companies that 
might not normally be expected to fall within that category, will be 
truly “defense essential.” The case of the ping-pong ball manufac- 
turer who did such a splendid job in making precision instruments 
during World War II is not an isolated case. Rather, it typifies the 
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demands for adaptability and diversification to which American 
industry must be able to respond in time of war. 

The greatest factor in the development of the American industrial 
plant has been competition. It has been by competition that we have 
developed an industrial and economic system which has made our 
country the most advanced of the entire world. Although often re- 
peated, these statements should not be regarded as mere platitudes; 
they are basic truths that cannot be ignored or abrogated. 

An end of competition brings industrial stagnation and obsole- 
scence. Britain, for instance, decided to “protect” its optical industry 
so that it would not be dependent on overseas supplies during time of 
war. They learned the hard way. 


The result— 
Fortune magazine reports, is that— 


Britain has lagged seriously behind the United States and Germany in optical 
development. 

And Senator Flanders has noted that off-and-on attempts to “pro- 
tect” the United States jeweled-watch industry have been equally 
harmful. The Senator says: 

For many years passed I have been disturbed about the lack of enterprise in 
an industry which 50 years ago led the world in the commercial production of 
accurate timepieces. In the last 50 years, however, by @ lack of enterprise it 
has surrendered its leadership. [Emphasis ours. ] 

Senator Flanders’ example is, of course, particularly appropriate, 
for the watch controversy for practical purposes started the “defense 
essentiality” discussion and will, most probably, end it, too. To put 
our arguments on “defense essentiality” into focus, we make these 
points in regard to the watch question : ; 

1. Despite all claims to the contrary, the overwhelming weight of 
the evidence is that jeweled watches will not be manufactured in the 
case of another total war. There is a very large inventory of jeweled 
watch movements available, and if those are insufficient to meet the 
need the requisition of civilian watches and driblets of supply from 
Switzerland would be expected to fill out the balance. 

2. The precision skills of watchmakers are unquestionably very 
valuable. They are not, however, in any way unique or exclusive to 
the jeweled watch industry or, for that matter, to the horological in- 
dustry as a whole. 

3. “Tariff protection” has been of little or no meaning in building up 
the volume of domestically produced jeweled watches. Disregarding 
the popularity and supposed superiority of Swiss watches for the 
moment, it is necessary to credit the tariff increase of 1954 with reduc- 
ing the potential market for less-expensive watches. We mean to say 
that while it is probable that a person who wants a watch for himself 
will buy it, a person planning to buy a watch for a niece or nephew, 
brother or sister, may very well not want to go over a certain price 
and will, instead, select something else as a gift. 

4. Three out of the four of the domestic jeweled watch producers 
have enjoyed very comfortable profits throughout the postwar era. 
Furthermore, referring directly to the utilization of the watch compa- 
nies in defense production, Tariff Commission figures point out that 
well over half of the watchmakers’ employees are now engaged in 
military production. 
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On the basis of these facts, then, we agree with the Foreign Eco- 
nomic Policy Subcommittee of the Joint Committee on the Economic 
Report that the 1954 increase of watch tariffs was “unwarranted.” 

It is also our belief that the Office of Defense Mobilization was 
seriously off base in the way they conducted their watch investigation. 
For example, the Defense Department, a keen judge we would hope, 
did not think that the watch industry was essential. As a conse- 
quence, ODM, for reasons not yet explained, suppressed the Defense 
Department’s report. When the report was, more than a year later, 
exposed, the Nation observed the disheartening spectacle of seeing the 
Secretary of Defense vainly try to square the circle. 

These curious events may have, in part, given greater currency to 
the often repeated and often published contention that 1954 political 
prospects in Illinois, Pennsylvania, and Massachusetts, at least in 
part, contributed to the decision to boost watch tariffs. We do not, 
of course, have any way of pene a disproving these, perhaps, 
groundless arguments. Their very being, however, in combination 
with other important factors, persuade us to believe that the ODM 
will not be useful in investigating or in making recommendations, 
under the terms of existing legislation, on “defense essentiality.” 

4 oe reasons, in brief, for this recommendation can be restated in 
this way: 

1, There is reason to believe that the ODM’s decision on watches 
was both wrong and wrongly arrived at. 

2. “Protection” neither gives long-term help to those who are to be 
“protected” nor, more important, does it in any way enhance the 
industrial flexibility and adaptability that will be vital in defense 
production. 

Although we are not, offhand, able to cite a case, we do conceive 
that’ there might be cases where imports could injure-a genuinely 
“defense essential” industry. Instead of the present system, we urge 
that those cases be handled by giving the affected industries outright 
subsidies or governmental grants for technological research and de- 
velopment. There is reason to believe that the President has emer- 
gency ae to undertake programs of this nature at any time he sees 

t. Ifa more definite procedure is deemed necessary to handle ques- 
tions of this nature, we will, however, propose that consideration of 
appropriate legislation become a definite part of the purview of the 
Ways and Means and/or Armed Services Committees of the House 
of Representatives. 

While discussing “defense essentiality,” we are compelled to take 
up one other point. That is the fact that we have fallen ominously 
behind in the production of scientists, specifically, going by the esti- 
mate of Mr. fellas W. Dulles, Russia will during this decade graduate 
1.2 million scientists, while the United States will only graduate 
900,000. 

The question is whether the Nation, to meet the needs of either 
“economic competition” or of war, will have a large enough corps of 
scientists for the job. That, we submit, is the very essence of any 
consideration of “defense essentiality.” 

The weak link in our training of scientists is the high school. Un- 
less a boy or a girl comes out of high school with some acquaintance 
with mathematics, physics, and/or chemistry there is obviously very 
little chance that he or she can ever contribute to science. 
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The collapse of high school study in the sciences is alarmingly 
demonstrated by these facts: 

1. Only 5 percent of our high-school youth are now studying physics, 
whereas 20 percent studied that subject 50 years ago. 

2. As we have previously reported, approximately 50 percent of our 
high schools do not offer physics or chemistry courses. 

3. Senator William Benton states the most astounding count of 
this indictment : 

Last year, for the 28,000 high schools of the United States we produced only 
125 new teachers of physics. 

This failure is an absolute “defense essentiality” disaster. And, 
according to a council of leading educators, it can very largely be 
attributed to the high tariff “protection”. given to the manufacturers 
of Sa and scientific training equipment. The educators state 
that the— 


crisis in science teaching * * * is due to a lack of interest and effective competi- 
tion in our tariff-protected apparatus supplies * * *. 


They charge that there is— 


widespread and increasing dissatisfaction * * *[among science teachers] * * * 
with the high cost, relatively poor quality, lack of imagination and paucity of 
new developments. 

An article in the American Journal of Physics for November 1955 
states that physics “is an expensive course to give” and that that 
expense contributes to the fact the course “is not given in many small 
schools and why enrollment is limited in others.” 

Characteristically, the industry that enjoys this protection at the 
expense of scientific education is very well off. Its production for 
1954 was valued at approximately $1 billion. Of that, it exported 
more than $63 million only encountering an import competition of 
less than $14 million. The ratio of imports the industry faced was, 
then, roughly 1 percent of its total production. 

The tariff protection in which the laboratory and scientific-training 
equipment manufacturers luxuriate consists of very high tariffs, in- 
deed. The tariffs on this equipment average out at about 40 percent, 
except those on optical equipment which average at more nearly 50 
percent. 

This protection is not, furthermore, to be rationalized on the basis 
of defense essentiality. The council of educators to whom we have 
referred state that 
the great bulk of the available educational apparatus is simple, and put together 
by semiskilled labor. 

As long as this situation continues to exist, generalized fretting 
about the failure of American scientific education is meaningless. As 
long as this situation continues to exist, the Nation is only overdrawing 
against its balance of past scientific progress. 

Immediate action is needed. We hope the Congress in early 1957 
will reduce all tariffs and trade barriers against laboratory and scien- 
tifie-training equipment to some very much lowered figure, which, for 
the purpose of beginning the discussion, we suggest should be some- 
where between 5 and 10 percent. Furthermore, we believe that we 
should follow the lead of 13 of the most important free nations and 
remove all duties on that laboratory and scientific-training equipment 
that is destined for use in education institutions. 
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Weare glad that Congressman Harrison A. Williams, Jr., has again 
taken the lead and has begun congressional consideration of these 
proposals. We pledge our determination, in working with our friends, 
the American Association of Physics Teachers, to develop the public 
awareness that will insure quick enactment of these measures. 


PERIL POINT 
The peril-point procedures, in our opinion, are operating effectively. 
QUOTAS 


Quotas are often a more invidious way to prevent trade, than out- 
and-out tariffs. On the other hand, there are probably some occasions 
that a quota system best works for the national interest. There are 
not under any circumstances, however, any means of excusing the vari- 
ous quota bills put forward in the last session of Congress. Despite 
the superb unction with which Mr. Strackbein describes these meas- 
ures as “an instrument for a liberal import policy,” everyone knows 
a lot better. No bill of this nature should be enacted. 


THE TRADE RESTRICTIONS OF FOREIGN COUNTRIES 


Many of the trade restrictions that foreign countries impose on 
United States exports are extremely unfortunate. Our Government 
should be vigilant in its efforts to attempt to persuade the other nations 
to abandon these restrictive practices. More often, however, foreign 
restrictions are a product of perhaps the most important economic 
phenomenon of the postwar era, the dollar shortage. The solution of 
that problem is basically that of expanding world trade. 

The United States has succeeded in winning a reduction in or modi- 
fication of many of these restrictions by means of our participation 
in the General Agreement on Tariffs and Trade. The proposed Organ- 
ization for Trade Cooperation will administer the GATT and provide 
a continuing forum for the major trading nations. As such, OTC 
will permit our Government to win a better deal for United States 
exports. This country should, for that reason alone, join OTC at the 
earliest possible date. 

Foreign trade, we believe, is of supreme importance to the Nation. 
Dr. Howard S. Piquet has, for instance, recently published a study on 
the importance of trade to the State of Michigan. The cross section 
used in the study indicates that the incomes of the 52 percent of the 
workers of the State are dependent on either import or export trade. 
On the other hand, only 2 percent of the workers, it is shown, are 
experiencing competition from abroad. Other studies have shown 
similar results in Ohio, Minnesota, and parts of Iowa and Wisconsin. 

In New York, the headquarters of our organization, the importance 
of foreign trade is equally as great. Former Governor Dewey esti- 
mated in 1952 that 1 out of 10 employed persons in New York City 
owed his job directly to foreign trade. New York State exports 
for 1955, excluding city figures, were valued at more than $993 million, 


or roughly 614 percent of the total United States exports of (goods) 
$15,518 million. Adding the city export figures, the statewide total 
climbs to $5,073 million, or almost 33 percent of all United States ex- 
ports for 1955. 
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Despite the huge stake in foreign trade, public opinion and our 
political leaders have been slow to respond to the obvious national in- 
terest. We note, for example, that the overriding interest of Mic higan 

yas disregarded by that State’s congressional deleg: ation on the major 

test of H. R. 1, the vote being, among the 14 participating, 7 for and 
7 against. 

Logic and self-interest have also been ignored by the representatives 
of the New York metropolitan area. The most flabbergasting in- 
stance, as we have previously reported to the public, was the case of 
a Congressman through whose district more than $1 billion of foreign 
trade annually passes, who voted against. reciprocal trade in the in- 
terests of a local birdcage manufacturer, the regular employer of be- 
tween 10 and 50 workers. The Member of Congress to whom we refer, 
and many others, have taken a very wrong position on trade. But 
more importantly, the people have not become aware of, or have not 
responded to the obvious national interest. 

The United States, we believe, is both a users and a needers associa- 
tion for foreign trade. The members of this association must, for 
survival, be roused, must become articulate, and must break through 
the bottleneck to a truly purposeful, liberal tariff-trade program. 

The necessity for action derives not only from the very immediate 
economic position of our Nation, but, in addition, anticipates the 
means by which we will grow in the future. The “protectionistic” 
United States coal industry has, for example, been revived by means 
of trade concessions won through GATT. As a result our export of 
coal to Western Germany, alone, increased 380 percent over the pre- 

ceding year. More to the point, the coal producers and the United 
Mine Workers think that is only the beginning; while 27 million tons 
were exported to Western Europe in 1955, they confidently look for- 
ward to European sales of 44 million tons by 1960. 

The international political importance must also stir the Users and 
Needers Association. As one of the honorary members, Hon. J. K. 
Javits, Republican candidate for Senate in New York State, recently 
had the gumption to tell a conference of chemical company executives : 

The day of protectionism should be as dead as the day of isolationsim and for 
exactly the same reason—because it is inimical to the national security of the 


United States. * * * Today the question is one of defeating communism. In 
the fight— 


Mr. Javits said— 


we have sacrificed, and must continue to be prepared to sacrifice, far, far more 
than is involved in the protectionist views of some segments of United States 
business. 

That concludes our statement. Thank you very much for ae 
privilege you have accorded the Committee on Foreign Trade Educa 
tion, Inc. ‘ 

Mr. Harrison. Thank you very much, Mr. Rittersporn. 

Mr. Martin, do you have any questions? 

Mr. E. Marttn. I have no questions, Mr. Chairman. 

Mr. Harrison. Mr. Morrison, do you have any questions? 

Mr. Morrtson. No questions. 

Mr. Harrison. Thank you for your appearance, sir 

Mr. Rrrrersrorn. Mr. Harrison, I wonder if I might in addition ask 
that a few documents which bring out in more detail some of the points 
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that we did discuss and things that we did not discuss be entered into 
the record ¢ 

Mr. Harrison. Yes, sir. Without objection, they will be made a 
part of the record. 


Mr. Rirrersrorn. Thank you very much. 
(The documents referred to follows :) 


[From the Atlantic Monthly, August 19561 
SOUTHERN COTTON AND JAPAN 


By David L. Cohn 


A native of the Delta, born and raised in Greenville, Miss., David L. 
Cohn as an ardent southerner early came to realize that cotton has 
had a more dramatic and at times devastating effect on our national 
history than any of our other natural resources. On a recent trip to 
Japan he was appalled by the effect our southern-pressured tariff was 
having upon one of our most needy customers, Japan. The author of 
many books, Mr. Cohn has recently sent to press his new volume, 
the Life and Times of King Cotton, which will be published by the 
Oxford University Press in the fall. 


When Miss Margaret Truman was married in an Italian-made gown to Mr. 
Clifton Daniel, she received several letters saying, in effect, “You ought to be 
ashamed.” A “genu-wine” American girl, according to the writers, would have 
been married in a “genu-wine” made-in America dress. 

If this idiotic form of insularity were confined to idiots such as Miss Truman’s 
correspondents—representative though they are of a numerous clan—little harm 
would be done. But it has been given solemn sanction by at least two States. 
South Carolina and Alabama, large producers of cotton textiles, have decreed 
that stores selling Japanese textiles, or garments made from them, must post 
a sign reading “Japanese textiles sold here.” The sign must be displayed “in 
a conspicuous place upon the door” in letters “not less than 4 inches high.” 
Thus Captain Boycott, in Confederate uniform, protects southern cotton mills 
against foreign invaders. 

The boycott statutes show that the South is still torn by the politicoeconomic 
contradiction which plagued it long before the War Between the States. Its 
cotton farmers sought low tariffs so that they might export cotton and buy 
imports at competitive prices. Its cotton textile manufacturers sought high 
tariffs so that they might protect their home markets. When, therefore, the 
builders of a new cotton mill near Athens, Ga., in 1827, plumped for high tariffs, 
the local newspaper editor, disturbed by the conflict of interest, wrote: 

“A sense of safety and a feeling of independence combined with an expec- 
tation of profit have urged gentlemen to an undertaking with which their con- 
victions are at war. * * * We are authorized to state that these sentiments 
have, by no means, undergone a change; that their project is certainly not to 
give countenance to a system they have always denounced, but is to be regarded 
as a measure unquestionably defensive.” 

Today the South is the Nation’s principal cotton grower and cotton textiles 
producer. And today, so acute has become its ancient politicoeconomic con- 
tradiction that, resolving it in favor of the mills, two Southern States use the 
dangerous weapon of boycott at whatever cost to farmers. In 1955, Japan, 
the largest single market for American cotton in a period of declining exports 
and increasing surpluses, bought 647,000 bales, 26 percent of the total exported. 

If ever the farmer needed a buyer, it is now. By August 1, 1956, the end of 
the current cotton year, the surplus stock from 1955 and previous years will 
probably total a record 14.5 million bales. Most of this surplus will be carried 
under the Government loan program. The carryover, plus the anticipated 1956 
crop, likely will make a total of some 27.5 million bales of cotton available for 
next year. If 5 million bales can be exported during the coming year, and 8 
to 9 million bales are domestically used, there would still remain a surplus 
next year of nearly 14 million bales. 

Exports are being increased only through radical price cutting. Cotton that 
has been selling here at about 35.25 cents a pound is being exported at 25 cents 
a pound. Thus exporters are buying cotton about 10 cents a pound cheaper 
than domestic consumers. The next step in this aberrant process is now being 
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taken by the Department of Agriculture. It is working on a program to sub- 
sidize cotton textile exports to help overcome the domestic industry’s handicap 
in world sales. Yet while we dump, we boycott our best cotton customer at 
whatever damage to our farmers and to America’s relations with other countries, 
including Japan. 

Even if the statutes should be ignored—and they are being ignored—they are 
harmful. The laws, as Tokyo has indicated, contravene our treaty of 1953 with 
Japan. It accords to Japanese goods in our market treatment no less favorable 
than that received by exports from any other country. The statutes therefore 
undermine our pledged word. 

Treaties of amity and commerce, such as the one with Japan, protect Amer- 
ican trade everywhere. If we should violate them, other nations would retal- 
iate against us to the peril of the whole trade structure upon which much of 
our prosperity and the growing strength of the free world is based. There are 
other considerations, equally grave, that affect our relations with Japan. 

The facts of her economic life reveal why Japan is alarmed by our restrictive 
legislation. Her essential dilemma is simple and stark: Japan has too many 
people, too little land, too few resources. Her territory has been reduced to 
the size of Montana. Her 4 narrow islands cannot provide the things needed 
for the livelihood of her present population of approximately 90 million. 

This is the famous “point of explosion” that Japanese militarists threateningly 
forecast in the thirties. Then Japan’s population was only 65 million and she 
ruled Manchuria, Korea, Formosa, South Sakhalin, and the island colonies. To- 
day the Japanese, instinct with proud patriotism, independence, and the spirit of 
self-sacrifice, are working harder than most of the world’s people. They must do 
so in order to live. They may be driven far from the path that they would like 
to take—and that we would like them to take—if we attempt to keep them from 
filling their rice bowls through an exchange of goods and services with us. 

Overpopulated and war-impoverished, Japan is inflexibly dependent upon im- 
ported food and materials. She can get them only by exporting goods and serv- 
ices. But not once during the postwar decade has she been able to balance her 
normal trade. Thus, while Japan has recently been in an export trade boom, her 
imports exceeded exports for the period January—September 1955, at an annual 
rate of nearly $600 million. This gap was almost entirely closed through pur- 
chases by American forces stationed in Japan and expenditures by American 
official personnel there. But dollar income will shrink as we reduce our forces 
and aid, so that Japan must close the gap through her normal trade. 

This is difficult. But still more difficult is Japan’s task of finding employment 
for an ever-rising labor force increasing by more than 700,000 annually. (By 
1960 Japan’s population will be approximately 93 million.) Although her popu- 
lation increases by 1 percent annually, new job hunters increase by 2 percent 
annually. And—ominously for the future—28 million Japanese are today under 
14 years of age. Relatively soon they will be seeking homes and a livelihood. 

Living, moreover, for millions of Japanese, is bleak. Most wage earners get 
no more than $33.50 monthly, and 6 million persons, in this most advanced of 
Asian countries, exist on a bare subsistence level. 

Where shall jobs be found for 700,000 new workingmen annually? Great num- 
bers of Japanese are chronically underemployed. In business, a surviving rem 
nant of the samurai code partially accounts for the paternalism between man- 
agement and labor and for the large underemployment in industry. Since man- 
agement’s social responsibilities to labor are generally recognized, it cannot fire 
excess hands. For then management would lose face with labor and with its own 
social group for failing to protect those to whom it was obligated. Yet, obviously, 
chronic underemployment is indicative of an economy that is not expanding fast 
enough to meet the needs of the people. 

Primary industries, such as fishing and farming are overcrowded. Commerce, 
banking, and the services offer little prospect for more jobs unless the economy 
should further expand. Manufacturing almost alone must absorb the new labor 
supply. Such a task is formidable. Even if half of the new labor force of 
700,000 should be so employed, this would mean a yearly employment increase of 
more than 5 percent—an increase possible only through constant expansion of 
Japan’s exports. Yet the achievement can be indefinitely delayed only at the 
ae grave internal discontent and the turning away of Japan from the free 
world. 

Meantime, not only do we enact boycott laws, but the Wall Street Journal 
recently reported House Minority Leader Joseph W. Martin, Republican, Massa- 
chusetts, as saying the administration is planning “definite and concrete moves” 
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to protect the American textile industry against Japanese textile imports. The 
moves would appear to be a subsidy for cotton-textile exports. Thus the world’s 
richest country, the country that is forever crying out for freedom of trade, 
would resort to dumping. This wretched device, which we denounce, is usually 
employed only in desperation by hard-pressed economies. The mere official con- 
sideration of it—let alone its use—is indicative of a parochialism dangerous to us 
and to other countries in the free world. 

In historical perspective, our behavior is the more strange. Recently, we risked 
a world war in Korea in order, among other things, not to leave Japan exposed to 
Communist aggression. But we are apparently willing to risk the loss of Japan 
to the free world in order not to leave American textile mills and garment manu- 
facturers—all of whom hold themselves out to be defenders of free enterprise— 
exposed to Japanese competition. 

As we seek our national self-interest in great affairs, so do the Japanese. To 
them—unlike us—exports are a matter of life or death. With eagerness born of 
necessity, they seek the job that will assure them a full rice bowl, clothing, shel- 
ter; and here any contrast between the United States and Japan in terms of 
wealth of land and other resources is startling. Understanding this, the Soviet 
Union and Red China are sparing neither money nor energy in seeking Japan’s 
favor. 

It would be unfortunate for us if we should fail to realize the powerful psycho- 
logical spell wrought by the massive strength of continental China, with her huge 
land mass and 600 million industrious people, upon all of Asia, including Japan. 
China, to hundreds of millions of Asians, is what U Nu, the former Prime Min- 
ister of Burma, called it: Big China. It would be unfortunate for us, too, if we 
should forget that the Japanese are Asians, and that much of their culture stems 
from China. 

Japan Quarterly notes that “relations between Japan and Communist China 
have miade much progress, at least in terms of exchange of people and mate- 
rials. * * * Japan’s exports to Communist China in 1955 came to $29,500,000 and 
imports to $80,840,000, an increase of $10 million and $40 million, respectively, 
over the previous year.”” And in 1955, official Japanese visitors to China num- 
bered 390 as compared with 90 in 1954. 

Everywhere in Asia the Soviet Union (and Red China) is mounting a 
successful trade offensive. One reason for its success is Soviet emphasis on mu- 
tual expansion of trade, proceeding upon the basis of “trade, not aid.” The Rus- 
sians appear to be more “capitalist” than we are and avoid the stigma that so often 
attaches to us when we hand out aid in Asia—the stigma of the rich-man-poor- 
relative relationship. At the same time, many of us oppose both trade and aid. 
The Soviet Union, however, scores a psychological success with its trade agree- 
ments wherever they are made. The Russians emphasize equality between the 
parties to agreements and write into them a clause calculated to create good 
will among the signatories; that the agreements “should mutually increase 
cultural and economic relations to the end of deepening cooperation and under- 
standing among nations.” 

All this is part of a wide, carefully planned trade offensive to draw un- 
committed Asian nations into the Soviet trade bloc. It has already made 
great headway in India and Burma. It is causing second thoughts in Thailand, 
perhaps our chief ally in southeast Asia; in Pakistan, western anchor of the 
Southeast Asia Treaty Organization; and in Afghanistan. It must have its 
effect in Japan if we proceed with no more direction than that of a blind dog 
in a meat house. 

We can, of course, restrict Japan’s access to our markets, since the freedom 
to behave stupidly, as well as wisely, is a privilege of sovereignty. But while 
denying her access to our markets, we cannot at the same time continue to deny 
her, also, access to continental China’s markets. 

before the war, China took one-fourth of Japans’ exports and was her 
principal supplier of coal, iron ore, salt, soya beans, bean oil, and so forth. 
It is unlikely that Japan’s China trade could ever assume its former scale 
within foreseeable time. Yet, even upon a diminished basis, it could be important 
to her. But Japan is a member of the free nations group that bans trade with 
Communist China, particularly in strategic materials, the things China especially 
needs. Thus Japan is debarred from exchanging steel sheets, electric generators, 
and ships for Chinese coal and other materials. 

Not unnaturally, many Japanese clamor for a removal of trade barriers 
with China. But if we sharply restrict Japanese trade opportunities in our 
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market (and Western markets generally), does anyone suppose that a Japanese 
politician would not make hay by urging that Japan destroy her agreement 
with the West debarring sales of strategic materials to China? Isn't it likely 
that the politician, succeeding in this, would then advocate for his country a 
neutralist or pro-Asian policy that might easily become an anti-American 
volicy ? 

At present an overwhelming majority of the Japanese support the policy of 
maintaining close cooperation with the United States. Japanese sentiment is 
now anti-Communist and anti-Russian. But might it not change against us if 
the people should come to believe that, to paraphrase Clausewitz on war, Ameri- 
can trade restrictions upon them are a continuation of the occupation by other 
means? 

Joseph Stalin is now everywhere disparaged. Yet he gave us an invaluable 
warning in 1952, when he addressed the Cominform. He then said, in effect, 
that the destiny of mankind would turn upon the fate of Japan and Western 
Germany. But, he continued, as they become more competitive economically 
with the West, the West in its greed and stupidity will deny them the fullest 
trade opportunities. Then, concluded Stalin, we shall draw them into the 
Soviet orbit by offering them the widest trade opportunities. 

It would be rash to predict the eventual realization of Stalin’s prophecy. 
But the accuracy of his analysis has recently been confirmed by a Japanese 
authority. Toshikazu Kase, writing in Foreign Affairs says: “The paramount 
aim of the Communist effort is to detach Japan from the United States, then to 
neutralize her and eventually win her to the Communist camp. Thus our situa- 
tion is closely analogous to that of West Germany. The fate of Europe will! 
be decided by the disposition of the German question; the destiny of Asia 
will depend on the orientation of Japan.” 

It would be strange indeed if we should lose the friendship of 90 million 
Japanese and gain exclusive control of the domestic market for cotton dish- 
rags. 





UNITED STATES SURVIVAL AND THE RUSSIAN ECONOMIC OFFENSIVE 


Remarks of Hon. Paul G. Hoffman, chairman of the Studebaker-Packard Corp., 
in receiving the annual Cordell Hull award for leadership in building United 
States foreign economic policy 


Mr. Chairman, Attorney General Javits, Congressman Williams, distinguished 
guests, members and friends of the Committee on Foreign Trade Education. 
Thank you very much. I am deeply honored to receive the Cordell Hull award 
and to join with you this evening in tribute to the man who pointed the way to a 
realistic and modern foreign economic policy. 

It is also a pleasure to note the progress this bipartisan committee of volunteers 
has made during the past 2% years in promoting throughout the country an 
interest in foreign economic policy, a subject about which too many Americans 
have for too long been quite unconcerned. 

I am delighted that the Young Republican Club has joined you this evening 
in cosponsoring the Cordell Hull award ceremony and also that so many repre- 
sentatives of the Young Democratic Clubs are present. 

This bipartisan tribute to Cordell Hull, whom I had the great privilege of 
knowing, is very fitting. He was one of the outstanding leaders in the Demo- 
cratic Party, but he was, first of all, a great American statesman. He was the 
first of our 20th century leaders to recognize the intimate relationship between 
foreign economic policy and the highest political goals. He was convinced even 
before World War I that “unhampered trade dovetails with peace; high tariffs, 
trade barriers, and unfair economic competition, with war,” and that “liberal 
commercial policies * * * constitutes an essential foundation of any peace struc- 
ture the civilized nations might erect * * *.” 

There is a new element in the world situation which makes an effective and 
enlightened foreign economic policy even more imperative, and that is the new 
Communist economic offensive. Despite the startling repudiation of Stalin on 
the part of Russia’s new leaders, Khrushchev and Bulganin, the basic goa! of 
the Kremlin is unchanged. It is world conquest. But whereas Stalin placed 
great emphasis on periphery military action and threats of military action to 
make progress toward that goal, the new leaders put their stress upon trade 
offers and offers of economic aid. Perhaps the most graphic statement of the 








912 CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 


crisis confronting us as the result of this new Communist economic offensive 
was made by our Nation’s delegation to the United Nations. They stated: 

“The present period in history may one day be recognized as a major turning 
point in the struggle between communism and freedom * * *. The Soviet Union 
* * * (is) using economic and social collaboration as a means for jumping mili- 
tary as well as political barriers * * *. Wearein (an economic) contest * * * 
which is bitterly competitive.” 

The United States delegation to the U. N., with the President’s specific endorse- 
ment, added that, “We could lose this economic contest unless the country as 
a whole wakes up to all its implications.” 

What are these implications? One is that the Russians are using trade to 
win friends and influence people. Communist trade boss Mikoyan’s trip of the 
last month through southeast Asia shows the design. He had, for example, a 
brilliant suecess in Pakistan. Although Russia’s diplomatic and political rela- 
tions with that stanch ally of the West are just about as bad as they can be, 
Mikoyan has told the Pakistanis that, all politics to the side, Russia wants 
trade. Pakistan, of course, desperately needs industrial equipment and also 
sorely needs an outlet for their hides, jute, cotton, and other agricultural prod- 
ucts. Mikoyan has appealed to the pride of these newly independent people by 
assuring them that he is interested in a straight commercial proposition—trade 
as between equals—as opposed to aid “with strings on it.” As a result a major 
Soviet-Pakistan trade parley began in Karachi just this last Monday. 

What comes next can be easily appreciated from these comments Pravda made 
on Mr. Mikoyan’s visit to Pakistan: ‘“‘The foreign policy principles which natur- 
ally follow from Pakistan’s almost total orientation of her trade to the capital- 
istic countries of the West harmfully affect Pakistan’s financial stability and 
the living level of her people.” “Thus,” Pravda continues, “it is completely 
understandable that Pakistan society all the more often talks of the develop- 
ment of normal economic and trade relations with all countries of the West 
and the East. Business and trade circles of Pakistan understand that the 
U. S. S. R., the Chinese People’s Republie and the countries of the peoples democ- 
racies may serve to stabilize the market for many Pakistan products and, in 
turn, assist in providing Pakistan’s needs for the industrialization of her 
industry and trade.” And, Pravda blandly looks to the future with: “In these 
days it can be seen that the visit of A. I. Mikoyan has aroused a new wave 
of genuine interest in the Soviet Union and a massive desire to improve basic 
economic, trade, cultural, and friendly connections between the peoples of the 
U. 8. 8. R. and Pakistan.” 

Another of the implications of Russia’s new economic offensive is that they 
are using trade to create dissension among the free nations and particularly to 
build up the resentment of all nations against the United States. Last February 
Mr. Khrushchey told the 20th Congress of the Communist Party that, “altogether 
they (the free nations) have more than enough grounds to be displeased with 
the United States which is disorganizing the world market by carrying on uni- 
lateral trade, fencing off its markets from foreign imports, * * * and other 
measures hitting hard at other countries.” 

Even more effective than this generalized propaganda of the Communists 
against us are their campaigns within the individual countries when the United 
States has made some unpopular trade move. I still recall vividly the campaign 
the Communists and fellow travelers staged against us in Denmark when we 
barred Danish cheese, and the criticism of Aneurin Bevan when we raised the 
import duties on bicycles. What the Communists will do to us in Japan if we bar 
Japanese textile products is something I don’t like to think about. 

While the Russians are carrying on their new trade offensive, what are we 
doing? Well, right at the moment a vicious attack has been leveled by the high 
protectionists against the President’s recommendation that the United States 
join the Organization for Trade Cooperation. As you all know, a bill is now 
before Congress which would authorize our so doing. That organization, of 
which 35 nations will become members, is to be set up to administer the General 
Agreement on Tariffs and Trade. OTC, by the creation of an assembly, an 
Executive Committee (on which the United States will have a permanent seat) 
and a secretariat, will give a continuing administration to the general agreement. 
We have, of course, been a contracting party to the agreement since its inception, 
and have participated with the other nations in stabilizing or reducing approxi- 
mately 60,000 tariffs and lessening other trade barriers, all of which have a 
very positive effect on United States prosperity. 

United States membership in OTC is a simple, commonsense plan, providing 
permanent administrative machinery to perfect the operation of GATT. By 


CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 913 


means of OTC there will be a forum in which most of the free nations will be 
able to negotiate a continuing expansion of international trade. It will give us 
a quick and effective means to see that the other nations hew the line on their 
trade agreements with us. This sort of organized consultation is effective, I 
know from my own Marshall plan experience. 

Failure to authorize United States membership in OTC will, I am sure, confuse 
and depress the international trade situation and seriously compromise United 
States world leadership. 

The authority for OTC is inherent in Secretary Hull’s Reciprocal Trade 
Agreement Act. The high-tariff people have, however, made wild attacks claim- 
ing that OTC threatens the “constitutional prerogatives” of the Congress in 
setting tariff policy. Charges like these are just plain nonsense and those who 
make them know it. OTC will not in any sense enlarge our tariff concessions or 
expand the President’s authority. As a forum, and in making the general agree- 
ment more effective by permanent consultative machinery, however, it will be 
a welcome advance in our trade policy. 

GATT, which OTC will administer, has already provided a very real value 
to the United States. Thanks to that agreement, 14 Western European coun- 
tries between 1953 and 1955 lifted quota restrictions on more than 60 percent of 
their dollar imports. These concessions which we won through the machinery of 
the general agreement signaled a major increase in United States exports to 
Western Europe in 1955. While Western Burope’s imports increased generally 
by 18 percent during 1955, its imports from the United States rose by more than 
24 percent, a percentage increase worth hundreds of millions of dollars to United 
States exporters and the 4,500,000 American families whose income is directly 
dependent on export trade. 

But, believe it or not, that’s the sort of dollars-and-cents advantage for the 
United States which the high-tariff people are so bitterly fighting. 

Somehow or other we’ve got to persuade the protectionists to take the broad, 
long look instead of the narrow, short look on this question of trade. If they 
do, they will support the legislation authorizing OTC. The plain fact is that 
without expanding world trade we face disaster. We are living in an inter- 
dependent world and we are becoming increasingly dependent on that world for 
our economic survival. We cannot close ourselves off from the rest of the world 
except at a very great risk to ourselves. We need goods from the outside world 
if we are to have a prosperous and expanding economy here. And other 
nations need our goods in ever-increasing amounts if they are to grow in strength. 

Great Britain has known for well over a century that she must trade or die. 
She therefore adopted trade policies that helped expand world trade. We are 
rapidly coming to the point where our economic survival and strength, like that of 
Great Britain’s, is dependent on world trade. We must face up to this reality 
and adjust our thinking and attitudes as the British did many years ago. 

There are numerous examples of the stark reality of our need to import. We 
take justifiable pride, for instance, in our extensive use of steel. It is the back- 
bone of our economic life. To produce 1 ton of steel requires 13 pounds of 
manganese. Of these 13 pounds, we produce in this country less than 2. There 
are other examples. We import 48 percent of our lead, 50 percent of our tung- 
sten, 97 percent of our nickel, and all of our tin and natural rubber. As our 
economy expands and as we use up our own supplies of these basic materials, 
we will need to import even more for the economical operation of our vast 
industrial machine. 

There are also numerous examples of our need to maintain and develop export 
markets for the products of our farms and factories. You all know the extent 
to which agriculture is dependent on export markets for its prosperity. Our 
farmers sell abroad about 20 percent of their lard, almost 50 percent of their 
production of dry whole milk, 25 percent of their wheat, over 50 percent of their 
rice, a third of their dried fruit, a third of their cotton, and one-quarter of their 
tobacco. 

There are any number of our United States businesses that literally must sell 
between 10 and 25 percent of their products for export in order to stay ina healthy 
and sound condition. I do not wish to take too much of your time by droning 
further statistics to you. So I will restrict myself to two important examples: 
10 percent of our coal must go abroad ; 20 percent of our textile machinery is for 
the export market. These levels cannot be maintained and expanded unless 
we as a nation are willing to let trade expand. 

There is another hard fact about trade that I want to emphasize: any restric- 
tion that is placed on an import is in fact a restriction on our exports. Other 

83979—56—pt. 2——-24 





914 CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 


free nations, if they are to have dollars to buy our goods, must have a chance 
to earn these dollars. Even if we should save jobs in one industry by raising 
the tariff on competitive imports, we will do so only at the expense of a loss of 
jobs in some other industry. For example, our textile industries are under- 
standably concerned about the fact that during the first 3 quarters of 1955 the 
Japanese sold us $19 million worth of finished cotton goods. But we shouldn’t 
forget that in that same period they bought from us $95 million worth of raw 
eotton. Those dollars that other nations cannot earn because of our import 
restrictions are dollars that American industry will not be able to earn through 
exports. This should be so obvious that it should not need stating. But almost 
every advocate of protection tries to give the impression that there is a net 
saving of jobs through such protection. This is just not true, but unless it is 
adequately challenged the people may think it is true. 

The Nation must realize the tremendous importance of trade. It is part and 
parcel of our expanding prosperity and an all-important factor to our political 
survival. Despite these clear facts, self-seeking lobbies, well-financed and fast- 
talking, continue to exert a major influence on the thinking of the people and 
of the Congress. We must clear the air with truth—the Nation’s future depends 
on it. That’s why the task you members of the Committee on Foreign Trade 
Education have undertaken is of such primary national importance. Your efforts 
to spread the truth must be intensified. 

May I close with the words that President Eisenhower used in his message 
to Congress urging the passage of the reciprocal trades bill: “If we fail in our 
trade policy, we may fail in all.” 





TEeExTILE TRADE Cries BLuES But Gets RIcH—PROFITS IN 9 MONTHS JUMPED 
BY 200 PERCENT 


By Lawrence Farrant 
[Reprinted by permission of the New York World-Telegram and Sun] 


The textile and apparel industry is simultaneously jingling the money in its 
pockets and wailing about foreign competition, particularly from Japan. 

Profits after taxes in the textile industry, according to the latest report of the 
Federal Trade Commission and the Securities and Exchange Commission, showed 
a gain of more than 200 percent in the first 9 months last year as against the 
same period in 1954. 

The figures were $247 million for the first 3 quarters of 1955 against $77 million 
in the 1954 period. 

Apparel and related products chalked up 9-month net of $66 million, up from 
$49 million for the first 9 months of 1954. 

And this week the 1955 output of men’s shirts was revealed as the highest 
in the industry’s history, according to the National Association of Shirt, Pajama, 
and Sportswear Manufacturers. Not only that but men’s pajama production 
broke all previous records. 

On pajamas, the NASPSM adds, “for a true perspective, we point out that the 
1955 output more than doubled the 1949 production of 1,473,000 dozens.” 

Men’s undershorts climbed to a new peak of production, exceeding the previous 
high of 10,163,000 dozens in 1951 by more than 400,000 dozens. 

Significantly, it was in these fields that the first panicky outcry against 
Japanese imports was raised little more than a year ago. 

Similar reports come from other areas. The National Association of Hosiery 
Manufacturers today forecast that “all of the predicted declines will come in 
fields other than consumers’ nondurable goods and, since total wages will be very 
high, there will exist an unusual opportunity for apparel sales.” 

Yesterday afternoon, when Robert L. Huffines, Jr., president, Textron American, 
Inc., accepted an honorary degree of doctor of textiles from the Philadelphia 
Textile Institute, he said, “Our industry is one of growth and change, and in the 
past 25 years that growth has been spectacular but even today it offers virtually 
limitless opportunities.” 

And yet there are voices still raised in panic. The American Cotton Manu- 
facturers Institute recently filed with Secretary of Agriculture Benson a petition 
asking that quotas on imports of cotton goods be established. 

W. Ray Bell, president, Association of Cotton Textile Merchants, this week 
charged that Japanese textile, apparel, and household products entering the 
United States last year “customarily represent the difference between sickness 
and health in the American economy.” 
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[From the New York Herald Tribune, February 26, 1955) 
Hieu Tarire Vote Is LAip To CANARIES’ SIREN SONG 


The Republican Congressman from the district including Staten Island and 
Bay Ridge voted for higher tariffs last week because of a Staten Island manufac- 
turer of birds’ cages, despite the billion dollars’ worth of foreign trade moving 
through the section, the Committee on Foreign Trade Education charged yester- 
day. 

A speech by executive director B. A. Rittersporn, Jr. to the National Export 
Traffic League described the vote of Republican John H. Ray this way: 

“The reason Mr. Ray was not attuned to the national interest in promoting the 
strength of our allies by increasing trade; the reason that he was able to vote 
against the expansion of our own domestic economy by increasing exports; the 
reason that he was able to vote against aid to the consumer by giving them a 
wider selection of goods from abroad and by bringing them the promise of lower 
prices; and the reason the representative of the 15th District was able to vote 
against the one-billion-dollar self-interest of his own constituents is that his 
thinking processes were in key only with the warbling of little canary birds. 

“Canary birds, I hasten to add, housed in bird cages manufactured by Hinton & 
Co., Inc., 1449 Richmond Avenue, Staten Island—for it is reliably reported, by 
a congressional colleague of Mr. Ray’s, that he voted protectionist in deference to 
the bird-eage manufacturer of Staten Island * * * and let me inform you that 
according to the commercial directory of the Staten Island Chamber of Com- 
merce, Hinton & Co., Inc., employs between 10 and 50 persons.” 

Mr. Rittersporn also cited Representatives Albert H. Bosch (Brooklyn), Paul 
A. Fino (Bronx) and Henry J. Latham (Queens) as New York Republicans 
“from the commercial and foreign-trade capital of the Nation who voted wrong.” 

And he charged that Representative T. James Tumulty, Democrat, New Jersey, 
from Jersey City, “was able to ignore the shipping and handling interests of his 
district and voted protectionist in the interests of the local pencil industry, which 
believes itself to be ‘essential to national security.’ ”’ 

Mr. Rittersporn’s remarks were released today. He told the exporters: 

“You gentlemen were almost run over in the House debate because you did 
not show energy enough to defend yourselves.” 


(Nore.—See letter from Paul F. Mickey, vice president, American 
Watch Manufacturers Association, Inc., on p. 1754, pt. 3.) 

Mr. Harrison. Our final witness s Mr. Stanley H. Ruttenberg. 

Mr. Ruttenberg is director of research of the American Federation 
of Labor, Congress of Industrial Organizations. 

Mr. Ruttenburg, we want to thank you so much for coming back. 
When you were here at lunch, it was apparent that we could not hear 
your complete statement before the regular hour of recess, and I had 
in mind that the lady who said she wanted only 10 minutes might be 
heard ahead of your testimony. I did not know you had another 
engagement, and I am grateful to you for coming back. 

Mr. Rurrenserc. Well, Congressman Harrison, I want to thank 
you very much for your courtesy in permitting me to come back later. 
| appreciate this opportunity very much. 

Mr. Harrison. You may proceed with your statement. 


STATEMENT OF STANLEY H. RUTTENBERG, DIRECTOR OF RE- 
SEARCH, AMERICAN FEDERATION OF LABOR AND CONGRESS OF 
INDUSTRIAL ORGANIZATIONS; ACCOMPANIED BY BERT SEID- 
MAN, ECONOMIST, RESEARCH DEPARTMENT OF THE AFL-CIO 


Mr. Rurrenpere. At the outset, Mr. Chairman, I would like to in- 
troduce an associate of mine, Mr. Bert Seidman. 

Mr. Harrison. We are very happy to have you with us, Mr. Seid- 
man, 
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Mr. Rutrenserc. Mr. Seidman is an economist in the research de- 
partment of the AFL-CIO. 

I appreciate the opportunity to appear before your subcommittee 
to state the views of the American Federation of Labor and Congress 
of Industrial Organizations on some of the major issues affecting 
tariff and trade policies. 

Let me, at the outset, extend our commendation and appreciation to 
the chairman and members of this subcommittee for undertaking an 
investigation of tariff and trade policies at this time. This is indeed 
an opportune moment for a detailed examination of our tariff and 
trade statutes as well as the administrative procedures for their im- 
plementation. 

In 1955, Congress, with certain modifications, extended the recipro- 
cal-trade program for 3 years. Earlier this year, pursuant to con- 
gressional authorization, the United States participated in multi- 
lateral tariff negotiations with other member nations of the General 
Agreement on Tariffs and Trade. Thus the principal tariff negotia- 
tions under the 3-year extension of the reciprocal-trade program have 
been completed. 

Assuming that Congress does not alter the present timetable, no 
important tariff negotiations can be anticipated until 1958 at the 
earliest. Before that time, Congress will have to decide whether or 
not the reciprocal-trade program should be extended and, if so, with 
what changes. This means that we now have a period of somewhat 
less than 2 years for a thorough and detailed reexamination of both 
the basic legislative policies and the administrative procedures under 
which the reciprocal-trade program has been carried on. The hear- 
ings and investigation of this subcommittee can make an important 
contribution to a fundamental reappraisal and improvement of this 
important phase of our foreign policy. 

From the very inception of the reciprocal-trade program, organized 
labor has been among its stanchest supporters. At its first meeting 
held last February, the AFL-CIO executive council adopted a policy 
statement rededicating the trade-union movement to support of the 
reciprocal-trade program. 

Setting forth the principles which should guide our international 
trade policy, the executive council said : 


Expansion of international commerce and the lessening of barriers to interna- 
tional trade must be key objectives in this country’s total foreign policy * * * 
the free world will be aided by the continued, but necessarily gradual reduction 
of trade barriers and the expansion of international trade and commerce. 

I am attaching to my statement the full text of the executive council 
statement on international trade and respectfully request that it be 
incorporated in the record of the hearing. 

While expressing full support for the reciprocal-trade program, the 
executive council also listed certain safeguards which must be intro- 
duced into our tariff and trade policy, safeguards which are essential 
to assure that the program will be both fully effective and fully ac- 
cepted by the American people. In a moment, I should like to elab- 
orate on these safeguards which we strongly recommend. 

However, before turning to the specific suggestions we wish to offer, 
I want to emphasize the seriousness of the problem which confronts 
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us. We must deal with this problem on an entirely frank, practical 
and realistic basis. The problem, as we see it, is twofold: 

1. There is a widespread lack of understanding of the reciprocal 
character of our trade program and the importance of international 
trade to our Nation and the entire free world. 

z. Too little attention has been directed to development of safe- 
guards in-the reciprocal-trade program other than purely negative 
protections which result in ever greater trade restrictions. 

We are convinced that unless we face up to these issues, there is real 
danger that we will witness an early reversal of our Nation’s trade 
policy. a reversal which will mean strengthening rather than gradually 
removing the barriers to exchange of goods among nations. 

Such a reversal of our trade policy would not only be detrimental 
to our own national interest, but it would play directly into the hands 
of the Soviet Union. It is a simple fact of international life that if 
we will not trade with the other free nations, they will turn reluctantly 
and in desperation to markets in countries behind the Iron Curtain. 
Thus it is imperative that effective action be taken to create the neces- 
sary conditions for continuance of the reciprocal-trade program and 
gradual reduction of restrictions on international trade. 

Except for those directly engaged in export activities, most people 
in the United States tend to think of trade and its influence on the 
American economy exclusively in terms of the adverse effects of com- 
petttive imports. There is good reason for this. While the beneficial 
effects of exports tend to be diffused throughout our economy, the 
impact of imports has largely been concentrated on a relatively small 
sector of the economy. By and large, these are the industries which 
have tended to lag behind in the Nation’s economic advancement and 
therefore have been least able to withstand the sudden shock of foreign 
competition. It should not be surprising that workers and employers 
in industries which have been hit hardest by foreign competition 
should be the most vocal on foreign-trade issues. 

We fully sympathize with the difficulties faced in these industries 
and. as I shall elaborate in a few moments, we are convinced that effec- 
tive steps can and must be taken to mitigate their hardships. Never- 
theless, the tail must not be allowed to wag the dog. We must never 
forget that if we are to export, we must import. 

Unfortunately, few people realize that far more workers in this 
country depend on exports for their livelihood than are affected in 
their employment opportunities by competition of imports. It has 
been estimated that even a complete temporary suspension of all 
tariff duties would result in displacement of a maximum of 203,000 
workers of whom 58,000 are sdastenth On the other hand, 3.1 million 
workers depend for their jobs on exports of whom 2,150,000 are non- 
farm. 

We are quite confident of the reliability of these figures. Never- 
theless, I might point out to the members of this subcommittee that 
additional information is needed on the impact of foreign trade on 
employment. We therefore recommend that funds be appropriated 
for the Labor Department to develop more accurate, detailed and up- 
to-date statistics on this subject. 





918 CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 


In view of the lack of general understanding of the two-way 
character of trade and the important role of exports in our economy, 
a great deal more should be done to acquaint the American public 
with the reciprocal character of tariff negotiations. Both Bert 
Seidman, a member of my staff who is with me here today, and I 
have had the opportunity to serve as public advisers to United States 
delegations in recent tariff negotiations. On the basis of our exper- 
lence, we are convinced that much more could be done to make the 
general public more aware of the give-and-take nature of tariff nego- 
tiations. 

In the first place, few people realize the efforts which the repre- 
sentatives of the United States at tariff negotiations make to protect 
the American economy from injury. The lists of items on which 
the United States is prepared to offer duty reductions are handled 
with extreme caution and wherever possible, products of depressed in- 
dustries are kept off such lists. The great concern of our tariff 
negotiators with the possible impact of imports on American labor, 
agriculture and industry was evident to us as we witnessed the negotia- 
tions. Unforunately, the few cases of real or alleged injury resulting 
from reduced tariffs are widely publicized while the efforts of our 
tariff negotiators almost to bend over backwards to protect American 
industry from injurious import competition remain virtually un- 
known. 

In addition to creating more understanding of these efforts to mini- 
mize injury from tariff reductions, much more emphasis should be 
placed in tariff negotiations on the requests which our country makes 
of other nations for reductions of duties on our exports. In this con- 
nection, Mr. Seidman recommended to then Assistant Secretary of 
State Samuel C. Waugh, when Mr. Seidman returned from the tariff 
negotiations with Japan in 1955, that the public might be informed 
in advance of the possible items to be included in the request list 
just as is now done with respect to the items in the offer list. I am 
attaching a copy of Mr. Seidman’s letter to my testimony. 

We would like to repeat this recommendation now. We believe 
that if this were done, it would be possible to obtain the views of in- 
terested individuals and organizations as to the items that might 
be included on the request list from which they would derive particu- 
lar benefit. This would help to emphasize the two-way character 
of trade and the give-and-take possibilities in tariff negotiations. 

While everything possible should be done to emphasize the recipro- 
cal character of our trade program, it is still true that workers and 
employers in some industries have been and will continue to be hit 
hard by the competition of imports. American workers and Ameri- 
can employers have the right to be assured that they will not be faced 
with unfair foreign competition. Failure to establish and maintain 
fair labor standards in the competing export industries of other coun- 
tries would certainly be an important evidence of unfair competition. 

We are glad to note that in recent years there has been increasing 
acceptance of the principle first advanced by organized labor that im- 
provement of labor standards should play an important role in inter- 
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national-trade policy. In its January 1954 report, the President’s 
Commission on Foreign Economic Policy stated : 

The clearest case of unfair competition is one in which the workers on a par- 
ticular commodity are paid wages well below accepted standards in the export- 
ing country. In such cases, our negotiators should simply make clear that no 
tariff concessions will be granted on products made by workers receiving wages 
which are substandard in the exporting country. 

During tariff negotiations between the United States and Japan in 
1955 explicit recognition was given for the first time in the framework 
of a tariff conference to the importance of fair-labor standards as an 
objective in tariff negotiations. At the conclusion of that conference 
the head of the Japanese delegation formally stated to the chairman 
of the United States delegation : 

In connection with the recently concluded tariff negotiations sponsored by the 
contracting parties involving Japan, it is the foremost concern of the Japanese 
Government that wage standards and practices be maintained at fair levels in 
industries, including export industries, of Japan. 

While we have given considerable thought to this problem, we cer- 
tainly do not claim to have all the answers. Obviously, establishment 
— effective enforcement of fair labor standards in international 

rade present many complex problems which deserve careful study 
a investigation by your subcommittee, the executive agencies, and 
such international agencies as the International Labor Organization 
and the General Agreement on Tariffs and Trade. 

We might call to your attention, however, a number of possible 
suggestions which have been offered for assuring fair labor standards 
in re trade: 

Items produced under either slave-labor conditions or substand- 
ard conditions in the exporting country should be prevented from 
entering into international trade. 

2. Efforts should be made to suggest in tariff negotiations that 
countries make commitments in a general sense to enact legislation to 
improve labor conditions and standards and to enforce such legislation. 

A more specific proposal has been advanced which says that in 
negotiation of a tariff reduction with a country there should be a 
definite and specific proviso that k labor standards over a period of 
“x” years are not improved by “y” amount, such tariff concessions 
cheat be withdrawn. Cece in this proposal, the determination 
of “x” and “y” is an extremely important factor. The question of 
whistles or not one country can become specifically involved in the 
domestic problems of another country has also been raised in connec- 
tion with this proposal. 

All of these suggestions deserve consideration. Certainly, this is a 
problem which needs much fuller exploration and study than it has 
thus far received. But whatever detailed solutions are developed for 
this problem there can be no doubt that continued reduction of bar- 
riers of trade will depend in large measure on an effective attack on 
this problem. Indeed, we are convinced that liberalization of trade 
will be jeopardized unless the principle of fair labor standards in 
international trade is accepted by the nations of the world and effec- 
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tive procedures are developed under which tariff concessions are di- 
rectly tied to establishment and maintenance of fair labor standards 
by exporting countries. 

ESCAPE CLAUSE 


The escape-clause procedure is an essential feature of the reciprocal- 
trade }.,rogram which must be continued. It provides an opportunity 
for industries claiming serious injury as a result of tariff reductions 
to petition the Tariff Commission for an increased duty. The escape- 
clause procedure is a necessary protection to prevent dislocation in 
industry and displacement in employment that may not be foreseen 
at the time tariffs are negotiated or which may result from economic 
developments occurring after the negotiations. 

We understand that suggestions have been made to give the Tariff 
Commission final authority in escape-clause cases and to remove the 
power of the President to pass on the Tariff Commission’s recommenda- 
tions. Weare strongly opposed to such a change. 

The Tariff Commission can consider only the question of whether 
or not an existing tariff has caused imports of a particular commodity— 
in such increased quantites, either actual or relative, as to cause or threaten 
serious injury to the domestic industry producing like or directly competitive 
products. 

We must face the fact, however, that there are often considerations 
of national policy which go beyond the narrow question the Tariff Com- 
mission is permitted to consider. Therefore, it is essential that the 
President’s authority to overrule the Tariff Commission’s recommenda- 
tions be continued. 

We think the scope and flexibility of the President’s authority in 
escape-clause cases can be enhanced if two new features are added. 

First, it should be possible to focus public attention in escape-clause 
actions on the compensating tariff concessions on other items that will 
have to be made. It is not always realized that if we raise a duty as 
the result of an escape-clause action, this generally requires us to lower 
a duty on some other product or products or else it permits the other 
country to raise its duties on products we export. We would suggest 
that prior to escape-clause hearings, a list should be drawn up and 
made public of the items which are likely to be offered for compensat- 
ing concessions. Those industries and workers who may have to make 
sacrifices as a result of escape-clause actions should be alerted to their 
direct interest in the escape-clause decision. 


ADJUSTMENT PROGRAM 


Second, as an alternative to raising tariff duties, the President should 
be authorized to provide certain types of governmental assistance to 
communities, workers, and employers adversely affected by import 
competition. Sucha program might include: 

For workers: 

(a) Supplementary unemployment compensation benefits. 

(6) Earlier retirement and eligibility for receipts of old-age and 
survivors insurance. 

(c) Retraining for new job opportunities. 

(d) If necessary, transportation for entire families to new areas of 
employment. 
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For industrial enterprises : 

(a) Loans for the adjustment to economic conditions resulting from 
trade policies. 

(b) Technical information, market research and other forms of 
information and advice from Government departments and agencies 
to assist in developing more efficient production methods and new lines 
of production. 

(c) Accelerated amortization to permit development of new or dif- 
ferent lines of production by a business enterprise affected by import 
competition. 

For communities: 

(a) Loans to communities and industrial development corporations 
similar to those available to business enterprises. 

(b) Technical information, market research, and other forms of 
information and advice for developing a more balanced and diversified 
economy in the community. 

This type of program was recommended in the report of the Com- 
mission on Foreign Economic Policy, Randall Commission, by Presi- 
dent David J. McDonald, of the United Steelworkers of America, who 
was a public member of that Commission. 

While his recommendation was not accepted, some members of the 
Commission thought that it deserved serious consideration. In a 
comment included in the text of the report, Prof. John H. Williams, 
of Harvard University, with Mr. Jesse W. Tapp concurring said : 

I could not subscribe, without much further study, to the details of Mr. Me- 
Donald’s statement, but I do sympathize with its general intent. As the report 


points out, however, it is part of a much broader problem, which I think deserves 
serious study by the administration. 


Mr. John Hay Whitney, another member of the Commission, stated : 


While not concurring with the program of labor adjustment outlined in Mr. 
McDonald’s statement, I do recognize the principle of governmental assistance 
for ees, to changed economic conditions involving hardship on individual 
workers. 


Prof. Jacob Viner, a well-known economist and authority on trade 
policy, commented as follows on Mr. McDonald’s tenet’ 


This is an interesting proposal, although the idea of compensating for the 
damage done by legislative reform or change is not new. According to some 
historians, the abolition of slavery in the British Empire came a generation 
sooner than it would have otherwise because the Government gave generous 
compensation. Similarly the British temperance movement in the 1870’s and 
1880’s was able to reduce the opposition because the Government reduced the 
number of liquor licenses by buying up those it regarded as in excess at a fair 
appraisal of their market value before the new legislation. The lesson I draw 
from this is that one of the arguments for compensation is not merely the equity 
of it but also that it makes reform possible by diminishing opposition. 


Subsequent to Mr. McDonald’s recommendation to the Commission 
on Foreign Economic Policy, a member of the Ways and Means Com- 
mittee, Congressman Eberharter, Democrat, Pennsylvania, introduced 
a bill—and also Congressman Harrison Williams, of New Jersey, and 
in the Senate Senator Kennedy, of Massachusetts, and Senator Hum- 
phrey, of Minnesota—designed to assist workers in industrial enter- 
prises and communities to adjust to the problems created by increased 
imports. The bill would have authorized specific action to establish 
and implement the type of program which has been summarized 
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above. Other Congressmen and Senators have introduced bills sub- 
sequently. 

We urge this subcommittee to give serious consideration to the need 
for an effective program to assist in the adjustment of employers, 
workers, and communities to the impact of increased imports. 


OTHER RECOMMENDATIONS 


We have two additional suggestions for changes in the adminis- 
tration of tariff negotiations, both of which are intended to enhance 
public acceptance of our trade policy. 

1. We recommend that the public list of items for possible tariff 
concessions announced in connection with tariff negotiations be limited 
to those items which are reasonably likely to be negotiated. We rec- 
ognize that negotiators require flexibility and also that it is often 
difficult to predict what items might have to be included in order to 
balance the offer lists of the countries with which we are negotiating. 
Nevertheless, inclusion of items on the public list on which there is 
little possibility of negotiation creates much uncertainty and con- 
fusion as well as opposition to the entire program. We therefore 
strongly recommend that such doubtful items not be included on the 
list wherever possible. 

2. We recommend that consideration be given to reconstitution of 
the Trade Agreements Committee, on which the major responsibility 
rests in tariff negotiations, to a Cabinet or at least sub-Cabinet level. 

We have formed a very high impression of the representatives of 
the various departments who now serve on the Trade Agreements 
Committee. They constitute an unusually conscientious, hardwork- 
ing, and intelligent group whose actions have invariably been guided 
by the national interest. We believe that they have done a good job 
and will continue to do a god job in behalf of the entire trade program. 

Nevertheless, we note the fact that this is, to the best of our knowl- 
edge, the only interdepartmental committee composed entirely of tech- 
nical rather than policymaking officials reporting directly to the Pres- 
ident. This grant of policymaking authority to technical officials 
has potential dangers and places the entire program in jeopardy. It 
is for this reason that we recommend that membership on the Trade 
Agreements Committee be limited to Cabinet or sub-Cabinet officials. 
It is understood, of course, that each member might appoint one or 
several alternates to act for him, but the final responsibility would 
rest with officials at the policymaking level. 


CONCLUSION 


In conclusion, we ask the members of this subcommittee to give 
sympathetic consideration to the recommendations we have made. 
Our aim is to assure the continued liberalization of international 
trade because we are convinced that gradual removal of trade barriers 
is in our national interest and will help to strengthen the nations of 
the Free World. 

Progress in trade policy is by no means certain, however, unless the 
American people gain a better understanding of the important role 
of trade in our own economy and unless necessary safeguards are in- 
jected to assure fair labor standards in international trade and the 
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protection of those in our own country who are adversely affected 
by liberalization of tariffs. Once these problems are squarely met, 
the American people will support a workable program for expansion 
of international trade. Such a liberalized trade program is not only 
an integral part of a forward-looking foreign policy, but it will also 
advance economic prosperity in the United States and throughout the 
free world. 

(Statements attached to Mr. Ruttenberg’s statement are as follows :) 


STATEMENT BY THE EXECUTIVE COUNCIL, AMERICAN FEDERATION OF LABOR AND 
CONGRESS OF INDUSTRIAL ORGANIZATIONS 


INTERNATIONAL TRADE 


Expansion of international commerce and the lessening of barriers to inter- 
national trade must be key objectives in this country’s total foreign policy. Eco- 
nomic development—in many instances, the economic survival—of many coun- 
tries throughout the world is dependent upon the ability to buy American goods 
and products. Many American industries are dependent to a substantial exent 
upon the exports of their products. 

On the other hand, many basic commodities needed to continue production 
in key American industries are available only in overseas countries. Certain 
foodstuffs used daily by American families must be imported. 

There is a great interdependence among nations of the world. Many nations 
actually depend upon trade as their vital bloodstream. It is in the interest of 
the free world to keep this vital bloodstream flowing. 

If the United States does not foster mutually advantageous trade relations 
with the other free nations, there is a real danger that the Soviet bloc will step 
into the breach. If the United States is interested in preserving a free world, 
in building strong and effective economies in these countries, in preventing the 
spread of communism and totalitarianism, in remaintaining markets for many 
of our products, in preserving a steady flow of raw materials and foodstuffs into 
this country, then we must actively support and participate in the extension of 
multilateral trade among the free nations of the world. 

Such a program was started in the middle thirties when the reciprocal trade 
agreements program was enacted. The American Federation of Labor and the 
Congress of Industrial Organizations have consistently supported the reciprocal 
trade agreements program from its inception. It has been extended periodically, 
with modifications, ever since. At first, the United States negotiated bilateral 
agreemens which incorporated the most-favored-nation clause. The program of 
reciprocal trade, which includes the escape clause and peril-point procedure, was 
designed to promote exports and imports without causing serious injury to 
American industries. Beginning in 1947, multilateral trade agreements were 
negotiated. There are now some thirty-odd countries that are parties in one 
way or another to these negotiations. 

The next vital step is to tie these nations together in an administrative organ- 
ization to coordinate their work between negotiating sessions, as well as to 
facilitate their periodic negotiations. To accomplish this objective, a charter 
for the establishment of an Organization for Trade Cooperation (OTC) has been 
drafted. President Eisenhower has submitted this to Congress for approval. 
We wholeheartedly endorse this proposal and urge that the Congress not delay 
its approval. The establishment of OTC will not affect trade policy, decisions, 
or concessions in any way. It is purely an administrative body. 

On the policy side, there are many questions. As long as the reciprocal trade 
agreements program is carried out without doing serious injury to American 
industry, it will have the wholehearted endorsement and support of the AFL- 
CIO. Serious injury, in the main, can be avoided by the continuation of the 
present procedure for peril-point findings which precede all multilateral negotia- 
tions. The peril-point concept goes a long way toward implementing the basic 
tenet that trade concessions shall be granted without doing serious injury to 
American industries. 

Every trade agreement, as the result of a legislative mandate, contains an 
escape clause that permits the affected industry to appeal to the United States 
Tariff Commission and the President for relief from serious injury or the threat 
of serious injury resulting from tariff concessions. This provision should be 
continued. 
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Many times the industries affected by increased imports are located in com- 
munities dependent upon one industry. Such communities are hit quite hard 
and become distressed areas. Legislation should be enacted to assist these 
communities by aiding the workers, industrial enterprises, and communities to 
adjust to the situation. 

In addition, injury that might result from tariff concessions can be minimized 
by improving labor standards of workers abroad. During the multilateral trade 
negotiations, no tariff concession, for example, should be granted on products 
made under labor standards that are considered substandard in the exporting 
country. Failure to establish and maintain at least minimum labor standards 
in the exporting country should be considered valid cause for withdrawing United 
States tariff concessions. 

American labor will continue to work with the ILO and the ICFTU, so that 
national labor centers in countries throughout the free world will be better able 
to attain living standards that enable their countries to compete more equitably 
on the world market. 

With the improvement of worldwide living standards, the development of an 
adjustment program in the United States, the continuation of an effective admin- 
istration of the escape clause and the peril-point procedures, and the approval 
of the OTC by Congress, we in the AFL-CIO are confident that the free world 
will be aided by the continued, but necessarily gradual reduction of trade barriers 
and the expansion of international trade and commerce. 

May 13, 1955. 


Hon. SAMUEL C. WavuGH, 
Assistant Secretary of State, 
Department of State, Washington, D. C. 


Dear Mr. WaucH: I have just returned from the tariff negotiations at Geneva 
and while the experience is still fresh in my mind, I want to convey to you my 
ean of the negotiations as well as a few suggestions I would like to 
offer. 

Before doing so, however, I want to express my sincere appreciation for the 
opportunity which has been afforded me to observe at first hand the way in 
which the trade agreements program is conducted. This experience has en- 
abled me to obtain the kind of background and information which could not have 
been matched in any other way. 

While it is true that the tariff negotiations with Japan were largely completed 
by the time we arrived in Geneva, the opportunity we had to confer both formally 
and informally with the United States representatives who participated in the 
negotiations enabled me to get a real feel of the problems they faced and the way 
in which they arrived at solutions to these problems. I might also say that I 
was given an opportunity to observe at first hand the negotiations with Switzer- 
land. This was an experience which I found particularly interesting. 

I have returned from Geneva with the conviction that our country was repre- 
sented there by an unusually conscientious, hardworking, and intelligent group. 
Despite the fact that they represented various departments of the Govern- 
ment with perhaps different points of view, they worked as an integrated team. 

I was impressed with the realistic, practical, hardheaded approach of the 
members of the delegation to the negotiations, yet invariably within the frame- 
work of the national policy to increase trade and remove barriers to the ex- 
change of goods among the nations of the world. It was clear to me that 
within this basic framework of national policy, the negotiators made every 
effort to assure full protection of the economic interests of American agriculture, 
industry and labor. This was evident in the development of the offer lists in 
which products of depressed industries were, wherever possible, either not made 
subject to tariff concessions or were handled with extreme caution so that 
any changes in tariff rates would have a minimum impact on such industries. 
With regard to exporting industries, it seemed to me that the members of the 
delegation were often more acutely aware of the trade potential involved in 
United States requests for tariff concessions by other countries than those in the 
affected industries who might be directly concerned. 

While I was interested in all phases of the negotiations, I was, of course, 
especially concerned with the possible effects of the negotiations on the em- 
ployment opportunities and labor standards of American workers. Therefore, I 
was particularly gratified by the able representation of the Department of 
Labor by Philip Arnow on the Trade Agreements Committee. It was obvious 
to me that Mr. Arnow had made every effort to investigate in detail the employ- 
ment problems in every industry which might be affected by the negotiations. 
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He assiduously sought to keep the problems of American workers before the 
entire delegation and to assume that no action taken would result in serious 
injury to American workers. I was also gratified by the important role the 
representative of the Labor Department played in all aspects of the negotia- 
tions. I had no doubt that he was accepted as a full member of the team and that 
his views were accorded every respect and consideration by the other members 
of the delegation. In turn, he helped to shape the overall course of the nego- 
tiations. 

While mentioning the high caliber of the Government representatives, I do 
not want to neglect to pay respect to my fellow public members. Since we repre- 
sented different walks of life, I suppose that on some issues not related to the 
tariff negotiations there might have been considerable differences among us, 
but I think we shared a common approach to the particular issues we were 
concerned with in the trade negotiations. I was certainly impressed with the 
open-mindedness of my colleagues and their obvious desire to promote the na- 
tional interest. I can only hope that I approached our joint problem in the 
same spirit. 

While I feel that I know far more about tariff negotiations than I did before 
I went to Geneva, I still recognize that in such a short time I did not even begin 
to understand all of the many ramifications and facets of the problem. There- 
fore, I am quite hesitant to offer suggestions or recommendations. Nevertheless, 
I feel it is incumbent upon me to convey to you not only my overall appraisal of 
the negotiations, but also the ideas I have formed on the basis of my observa- 
tions. I, therefore, offer the following ideas which have occurred to me as a 
result of my experience in Geneva: 

1. To the maximum extent possible, a great deal more should be done to 
acquaint the American public with the reciprocal character of tariff negotiations. 
Three aspects of this problem occur to me: 

(a) Few people realize the tremendous efforts which our United States nego- 
tiators make to protect the American economy from injury. It is important that 
every effort be made to acquaint the American people—not just those who par- 
ticipate in the hearings and are generally familiar with the program, but the 
great mass of the American people—with the entire procedure under which this 
program is operated so that they will be aware that the program is not one in 
which the interests of American industry and labor are ignored or minimized. 

(bo) It is important to get across to the American people the benefits of inter- 
national trade, both economic and political. I recognize that much along these 
lines has been done in connection with public educational campaigns in support 
of reciprocal trade legislation and in other ways. Nevertheless, there are still 
far too few people who recognize the critical importance today of extending the 
frontiers of world trade. 

(ec) More emphasis should be placed in the tariff negotiations on the request 
side of the ledger. Industrial firms and labor organizations which may be 
injured by possible tariff concessions are fully aware of the possible effects of 
tariff negotiations and generally make their concerns known. But those who 
may potentially gain from the lowering of barriers against our exports are gen- 
erally silent. In part, this is because the reduction of tariffs made possible in 
a single negotiation with one or even several countries may not loom very large 
for any particular industry or union, even though in the course of many negotia- 
tions with a great number of companies such reductions of duties may have a 
very great effect. 

In this connection, I would suggest the possibility of informing the public in 
advance of the possible items to be included in the request list just as is now 
done with respect to the items in the offer list. I think that the Governmnet 
agencies should make every effort—beyond just the usual formal notice—to 
secure the views of interested business firms and unions on items that might be 
included on the request list from which they would derive particular benefit 
and to make sure that the views of such interested individuals and organizations 
are presented to all agencies involved in the negotiations through the Committee 
for Reciprocity Information. All of this would help to emphasize in the public 
mind the two-way character of trade and the give-and-take possibilities in tariff 
negotiations. 

2. American unions are naturally concerned with the substantial differentials 
in wage standards between domestic and foreign industries and the effect of such 
differentials on competition between imports and products of domestic industries. 
I recognize that other countries cannot be expected to measure up immediately 
to American labor standards. Yet, these wage differentials are extremely serious 
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for unions whose members’ jobs are jeopardized by the competition of imports 
manufactured under drastically lower wage standards than our own. I was 
therefore glad to see that this problem was recognized in the negotiations with 
Japan, and I hope that it will continue to be developed in subsequent negotiations. 

I understand that the Randall Commission recommended that the United States 
not make tariff concessions on products manufactured under labor conditions 
which are substandard in the exporting country. This formulation does not go 
all the way toward equalizing labor costs in domestic and foreign industries, but 
it is a workable and effective first step. I urge that efforts in this direction be 
expanded in future negotiations and in fact that guaranties by the countries with 
which we negotiate to maintain minimum labor standards in exporting industries 
be made a quid pro quo for United States tariff concessions. 

3. I would suggest the possibility of focusing public attention in escape-clause 
actions on the compensating concessions that will have to be made. If feasible, 
prior to escape clause hearings, a list should be drawn up and made public of the 
items which are likely to be offered for compensating concessions. It is only fair 
to alert those who may have to make sacrifices as a result of escape clause actions 
to their direct interest in the escape clause decision. If this suggestion is not 
feasible, I would suggest that at the very least the President and the public be 
apprised during the period when the President is considering the recommenda- 
tions of the Tariff Commission for escape clause action of the items on which 
there are likely to be reciprocal concessions. 

4. I urge that the utmost be done to limit the public list of items for possible 
tariff concessions to those reasonably likely to be negotiated. I recognize that 
the negotiators must be left with some flexibility. I also understand the diffi- 
culty of predicting what items might have to be included in an offer list in order 
to balance the offer list of the country with which we are negotiating. However, 
much uncertainty and confusion as well as vigorous opposition to the program 
can be created by including items on the public list on which there is little possi- 
bility of negotiation. I therefore strongly recommend that wherever possible such 
doubtful items not be included on the list. 

5. I have already paid tribute to the high caliber of the United States delega- 
tion in Geneva, including, of course, the members of the Trade Agreements Com- 
mittee on whom the major responsibility rests. I would not want to detract one 
iota from what I have already said about the very favorable impression which 
the TAC, both individually and as a group, made upon me. I do want, however, 
to call attention to the unique character of the TAC. To the best of my knowl- 
edge, it is the only interdepartmental committee comprised entirely of technical 
rather than policymaking officials which reports directly to the President. This 
means that the TAC has in its own name a considerable measure of policymaking 
authority which can be overruled only by the President. 

I recognize that each representative clears important policy issues with the 
Secretary or appropriate Assistant Secretary in his own department and I hasten 
to add that I do not feel that the present members of the TAC have in any way 
abused the power or discretion which has been authorized to them. Neverthe- 
less, I feel that this grant of policymaking authority to technical officials has 
potential dangers and could make the entire operation extremely vulnerable to 
public criticism. I therefore suggest that consideration be given to reconstitution 
of the TAC on a Cabinet or at least sub-Cabinet level. 

I recognize that as in many other interdepartmental groups, each official 
member of the TAC might appoint one or several alternates to act for him. 
Obviously, Cabinet or even sub-Cabinet officials cannot engage in the detailed 
work which the TAC must carry on. But if these policymaking officials were 
represented by alternates at the technical level, it would be clear that such 
alternates would be acting for them and that the policymaking officials who 
were the actual members of the TAC would have the opportunity to make their 
own decisions on major policy questions. 

In this connection, I also want to mention one other aspect of the role of 
the TAC. I understand that it has been suggested that individual negotiating 
teams might be given full discretion to conduct negotiations, subject only to the 
limitations of Presidential and statutory authority and without their being 
subject to the direction of the TAC. If such a suggestion were adopted, the 
TAC’s job would end after the offer and request lists were drawn up. I would 
strongly recommend against such a change. It is no doubt often difficult in the 
heat of negotiations for a negotiating team, even with the best of intentions, to 
keep the objectives of the entire negotiation in view, especially where there are 
several negotiating teams in one overall negotiation as, for example, in the 
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Geneva negotiations. Under such circumstances, it is important to have a body 
like the TAC representing all of the governmental departments concerned to be 
available for important decisions which must be made in the framework of the 
entire negotiation. 

As I have already indicated, I offer these suggestions with considerable hesi- 
tancy. They may, however, provide a background for our meeting next Thurs- 
day which Mr. Thibodaux has very kindly arranged. 

Let me express to you again my keen appreciation for the opportunity I have 
had to participate in this program. I am also deeply grateful for the fine way 
in which you and your associates in Washington and the members of the dele- 
gation in Geneva have done everything possible to make our stay in Geneva as 
pleasant and informative as possible. 

Sincerely yours, 
BERT SEIDMAN, 
Staff Economist, American Federation of Labor. 

Mr. RutrenserG. Thank you very much, Mr. Chairman. I apolo- 
gize for taking so long. 

Mr. Harrison, It was a very interesting statement, Mr. Ruttenberg. 
Mr. Martin would like to ask a few questions. 

Mr. E. Martrn. I have a couple of questions, Mr. Ruttenberg, re- 
garding your statement that you found the negotiators on the United 
States delegation to be quite conscientious people. My question is: 
Would the delegations be strengthened if they also included direct 
representatives of American industries? That would be either indus- 
tries whose tariff protection may be under consideration or industries 
which export and are seeking concessions from other countries. 
Would our delegations be stronger if they included representatives 
of industry ? 

Mr. Rurrensere. I certainly think they would be stronger if they 
had representatives of industry, labor, and agriculture on them, and 
that is what they actually have. The delegation that I was on had 
four public advisers. I came from labor. Mr. Homer Brinkley 
was executive secretary of the National Council of Farmer Cooper- 
atives. Mr. Bryant Esseck was a manufacturer from Los Angeles, 
who manufactures both items he exports and also items in 
competition with imports. In addition, we had Mr. Elliott Bell, 
the editor and publisher of Business Week. We really had the equiva- 
lent of two businessmen and a farm business cooperative person and 
myself. 

I think the delegation that Mr. Seidman was on was made up about 
the same way. 

Mr. E. Martin. Well, a good many American industries have pro- 
tested that the American delegations to various conferences should 
have included people who knew something about their produc's. 
They had made efforts to get delegates sent over and had been re- 
buffed. You think there is nothing to those complaints; or do you 
think that there might have been something to them ? 

Mr. Rutrenserc. Well, I do not know anything about the com- 
plaints, Mr. Martin, but I think it can be said that for every maior 
commodity on which they were doing any negotiating they had a 
Tariff Commission expert on the United States delegation who sat 
in and was totally and thoroughly and completely familiar with what 
information was presented to the Committee on Reciprocity Informa- 
tion and to the Trade Agreements Committee, which is one and the 
same thing, actually, now. While it might be wise to have such people 
on delegations, it seems to me we cannot overload it. You have to 
stop some place. 
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I think the idea of 4 or 5 public advisers who reflect the kinds of indi- 
viduals on the delegation f was on, or Mr. Seidman was on the year 
before, makes sense. I think we ought to have some Congressmen on 
the delegations, too. #. 

Mr. E. Martin. Let me get to my other question. Your proposition 
is that slave-labor products should be embargoed from international 
trade ? 

Mr. Rurrenserac. Yes. 

Mr. E. Martin. We have in the United States a law prohibiting the 
importation of convict-made goods, as well as goods of forced and in- 
dentured labor. Do we need to take any action with regard to imports 
of Russian goods? Should we presume that Russian goods are pro- 
duced by free labor or forced labor or should we make any pe 
about it? Itis very difficult, of course, to get the facts of the particular 
industries inside Russia. 

Mr. Rourrensere. I think that is generally true. There is no ques- 
tion about that. I think Russia is not the only country we are talking 
about. Weare, of course, talking about China. Weare talking about 
Czechoslovakia, Hungary, Bulgaria, and the Balkan countries. 
There are countries not part of the Iron Curtain, but which are on 
the fringe of Russia itself, 

I think the idea that certainly we ought to bar items produced with 
slave labor is a good one. While it is not going to help the overall 
picture very much in terms of keeping items out of the country, it cer- 
tainly is a good declaration of policy. 

Mr. E. Martin. Well, it certainly would detract from the countries’ 
profiting from slave labor operations, if the countries of the free world 
refused to take any such products; but what I am getting at is: How 
do we administer that with respect to Iron Curtain countries? 

Mr. Rurrensere. Let me also as 

Mr. E. Martin. Rather, how should we? I am not asking for a 
review of what we do today. 

Mr. Rorrensere. First, I ought to make the point in talking about 
this item of slave labor that I am not only saying that these items 
ought to be prohibited from entering into the United States, but that 
they ought to be prohibited from entering into international trade all 
over the world. 

When you ask, “How do a administer this?, I cannot help but 
come back to a stock, old—I guess maybe even a cliche. If an idea 
is important enough, in my humble judgment the administrative pro- 
cedure necessary to carry it out will be found. I believe if men of 
good will put their minds to an idea, if the idea is good they will find 
ways of administering it. 

Mr. E. Martin. That is what my question was designed to do, Mr. 
Ruttenberg ; to put your mind to it. 

Mr. Rourrensere. I would be perfectly happy to join with a group 
of others in putting our collective minds to it. 

Mr. E. Martin. Thank you, sir. 

Mr. Harrison. Mr. Morrison? 

Mr. Morrison. Mr. Ruttenberg, these figures you give us on page 4 
for the workers who might be displaced by a suspension of duties and 
those who are interested in export business appear somewhat incredible, 
do they not? They might be interpreted to meap that 203,000 workers 
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are required or would be required to produce all the goods that we im- 
port, while it takes 3.1 million to produce what we export. 

Mr. Rurrenserc. I want to ask Mr. Seidman to comment on that, 
because he has been familiar with these figures and has worked with 
them in detail. 

Mr. Sempman. These figures, as Mr. Ruttenberg indicated, come from 
the staff papers of the Randall Commission. I fo not have the figure 
with me, but there is a much larger figure as to the number of workers 
whose jobs not depend on imports. It is not as large as the figure for 
exports, but it is a much larger figure. 

ut this is a figure indicating the number of workers who would be 
displaced by a complete temporary suspension of tariff duties, and you 
can draw the conclusion that the difference between the larger figure, 
which is, as I recall, something like 1.5 million or 1.9 million, or some 
such figure, including both agricultural and nonagricultural, and the 
203,000 figure simply means that the rest of the workers would not be 
displaced even by a complete, temporary suspension of tariff duties. 
These are the figures that the Labor Department worked up on the 
basis of other estimates made by Dr. Howard Piquet in terms of volume 
of trade rather than employment. His estimates are based on the 
volume of trade of imports and exports. 

Mr. Morrison. I should think, if the implication of putting these 
2 sets of figures together is that 3.1 million workers might be de- 
pendent for their jobs on our import policy 

Mr. Rurrenserc. Export policy. 

Mr. Sempman. Exports. 

Mr. Morrison. No. I mean on our import policy, because as all 
the argument here proceeds it indicates that imports and exports are 
a two-way proposition. I presume many of these workers are pro- 
ducing goods that there is no chance of the foreign countries restricting 
the importation of them; that is, many of these 3.1 million. Would 
you not say so? 

Mr. Rutrenserc. Are you saying that the majority of the items 
produced, that go into export from the United States, are items that 
other countries have no tariff barriers on ? 

Mr. Morrison. I presume a lot of them are. That would be true 
of cotton, I should think. Even if there are tariff barriers, I guess 
they consist to a very large extent of goods that not only the citizens 
of foreign countries but the governments of foreign countries are 
anxious to have imported, 

Mr. Rutrrenserc. That they are buying. I think that is true. But 
I think there are substantial numbers of barriers to American goods 
all over the world, outside the agricultural area and even in agriculture 
itself. 

Mr. Morrison. I suspect there are also a good many American ex- 
ports that are in the same position in foreign countries as duty-free 
imports into the country, are there not ? 

Mr. Rurrenserc. I think that is true; a good many items of 
American trade are duty-free overseas; but I would not say that is the 
majority of the United States dollar trade. Those figures could easily 
be checked, I am sure. 
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Mr. Morrison. Another of my questions has to do with this proposi- 
tion of yours that we should give a great deal of regard to de labor 
standards in the foreign country. You suggest that we should give 
no concesSions on goods that are produced by workers whose wage 
standards are below the standard of the foreign country concerned. 
What would you consider to be a standard ? Would it be the average, 
or something like our minimum wage laws? 

Mr. Rutrenserc. Well, I assume, sir, that most of these countries 
have established what they consider to be their own minimum stand- 
ards, just as we have in this country. In this country our 
minimum standards, I assume, would be our Fair Labor Standards 
Act. We would consider relatively substandard those that are below 
that level, who are not now granted the privileges of coverage of the 
Fair Labor Standards Act. Other countries have other means of 
judging. 

All this says is that in the judgment of those other countries, by 
their standards, what is considered substandard in that country, prod- 
ucts produced by those workers ought not enter into international 
trade. 

Mr. Morrison. Surely these things would be subject to some review 
by us or some international organization ; would they not? 

Mr. Rurrenserc. I should think that as a factfinding body there 
is no better enforcement agency than GATT. I think the better en- 
forcement agency would have been the OTC had the Congress passed 
and accepted the charter. 

Mr. Morrison. I wonder if you have thought of this proposition, 
which I notice there has been conflicting testimony on. <A witness this 
morning, Professor Heck, said that his observations were that in Japan 
in the textile industry the wages paid in Japan in that industry were 
higher than the average for other manufacturing industries in Japan. 
On the other hand, Professor Kravis the other day said that his studies 
led him to the conclusion that there was about the same discrepancy 
in wages in industries of different character in all countries as here; 
that is to say that here, where the wages in the textile industry might 
be—I think his figure showed they were a little below or somewhat 
below average, that that was also true in Japan. I wonder how this 
would affect the application of your principle, since the American 
producers who have expressed so much concern about this competition 
from low-wage countries are not so concerned about whether the 
wages are below the standard in the country exporting, but the fact 
that in many cases they are much below what the relative productivity 
of labor in the foreign and domestic industry would account for. 

Mr. Rurrenserc. Let me answer that very quickly in two ways. 
First, the concept of substandard by an exporting country’s own 
standards is something which is not applicable to the situation you 
describe. That is why I said, when r refered to that idea of the 
Randall Commission, it is a good idea but it does not go far enough. 
The next step is what I am really talking about. 

I am trying to say to this subcommittee and to other people that 
they ought to think about and study as an idea in this area what I have 
thrown out as No. 3 on page 7, the concept that you grant concessions 
and give them a certain number of years to improve their standards 
by a certain amount. If after that period of time they have not 
improved their labor standards then you withdraw the concession. 
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In the interim period if injury occurs to domestic industries in the 
United States as a result of that concession, then it seems to me we 
ought to have an adjustment program to take care of them and tide 
them over until we have made this other determination after 5 years. 

I do not say this is a panacea or the final answer. This is just one 
answer, in the hope that other people will come up with other ideas 
that attempt to go down the same road. 

Mr. Morrison. I realize you did not regard it as a solution to all 
these questions. I was trying to get a little more thinking on it myself. 

In connection with the escape clause you refer to getting an an- 
nouncement of the industries that might be adversely affected either 
by our granting compensatory concessions or by the foreign country 
withdrawing concessions. Would your idea be that the Tariff Com- 
mission, with preliminary investigative authority, would take into 
account the effect on those industries in deciding whether they should 
make a recommendation for withdrawal or modification of the 
concession ¢ 

Mr. Rurrenserc. Of course, under the terms of the present law the 
Tariff Commission could not take those factors into consideration. I 
am not sure whether I would suggest that it be the Tariff Commission 
to take it into consideration or whether this information ought to be 
made available to the public so that the voices of the people affected 
by compensating tari reductions could be heard by the President at 
the same time as he hears the voices of those who say, “Let us accept 
the Tariff Commission recommendation on this escape-clause action.” 

Mr. Morrison. I am wondering if that would not provide a basis 
for more “howls,” rather than a more satisfactory solution to the 
problem by the administrative agencies. 

Mr. Rurrenserc. I would not be adverse to all to seeing this idea 
broadened out in the concept of the escape-clause actions and recom- 
mendations by the Tariff Commission, but I would rate to see these 
broadened authorities given to a Tariff Commission which in my 
humble judgment does not seem to be very impartial, a group that 
pretty definitely seems to appear, as a result of Presidential appoint- 
ments of recent years, to be strictly on the protectionist side. 

Mr. Morrison. Certainly there has been a diversity of opinion on 
that here; some claiming that the administering agencies do not give 
enough consideration to the domestic industries concerned, and others 
claiming that they give too much. 

That is all, Mr. Shaistoe, 


Mr. Harrison. We certainly thank you for your very interesting 
presentation. The subcommittee stands adjourned until 10 o'clock 
tomorrow morning. 

Thank you very much. 

Mr. Rutrenserc. Thank you very much. 

(Thereupon, at 4:55 p. m., Wednesday, September 26, 1956, an 
adjournment was taken until 10 a. m., Thursday, September 27, 1956.) 














ADMINISTRATION AND OPERATION OF CUSTOMS 
AND TARIFF LAWS AND THE TRADE AGREEMENTS 
PROGRAM 


THURSDAY, SEPTEMBER 27, 1956 


House or REepresENTATIVES, 
SuBCOMMITTEE ON Customs, TaRIFFs, 
AND RecrprocaL TRADE AGREEMENTS OF THE 
CoMMITTEE ON Ways AND MgANs, 
Washington, D. C. 
The subcommittee met at 10 a. m., pursuant to recess, in the commit- 
tee room of the House Committee on Ways and Means, the Honorable 
Burr Harrison (acting chairman) presiding. 
Mr. Harrison. The committee will come to order, please. 
Our first witness is Mr. George L. Bell. Mr. Bell appears in behalf 
of the Committee for a National Trade Saree: 
We are very happy to have you, Mr. Bell. You may proceed in your 
own way. 


STATEMENT OF GEORGE L. BELL, PRESIDENT, COMMITTEE FOR A 
NATIONAL TRADE POLICY 


Mr. Betz. Thank you, Mr. Chairman. 

I appear today in my capacity as president of the Committee for a 
National Trade Policy. I believe that the members of this subcom- 
mittee are familiar with the purpose and functions of our committee 
from previous testimony we have given before the Ways and Means 
Committee on the general subject of United States trade policy. 
However, may I merely say for the record that our committee was 
created in September 1953 to foster public understanding of the 
issues facing the United States in its trade relations with the rest of 
the world, and in the formulation of a trade policy to meet the ever- 
changing pattern of such trade. It is our basic conviction that Ameri- 
can security and prosperity demand that our Nation assume the lead- 
ership in the expansion of international trade and in the gradual re- 
duction of national barriers to such trade wherever they may exist. 
Our supporters include people from all sections of the United States 
and all sectors of the economy. 

With the permission of the committee, I am filing with this state- 
ment a printed copy of Recommendations for United States Policy 
on World Trade issued by our committee originally in October 1953, 
and enlarged by Supplementary Statements of Policy prepared in 
December 1954. I shall not consume the time necessary to read this 
rather lengthy document but I recommend that your committee and 
its staff give it attention. Conditions in world trade are never static, 
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and in this age of speeded-up economic activity throughout the world 
this is more than ever true, so the committee has stated in this publi- 
cation that it will continue to make further proposals and recommen- 
dations on specific and new problems when the occasion warrants. 
However, we believe in the general principles of these earlier recom- 
mendations, and hold to the basic statement that 
where the national interest conflicts with local or special interests, the national 
interest must prevail. 

Woodrow Wilson in 1913, in referring to tariff and other matters of 
policies, pointed up this problem of deciding between the national 
interest and special interests as follows: 


If my business covers the United States not only, but covers the world, it is to 
be presumed that I have a pretty wide scope in my vision of business. But the 
flaw is that it is my own business that I have a vision of, and not the business 
of the men who lie outside of, the scope of the plans I have made for a profit out 
of the particular transactions I am connected with. And you can’t by putting 
together a large number of men who understand their own business, no matter 
how large it is, make up a body of men who will understand the business of the 
Nation as contrasted with their own interest. 

The Congress, and the Executive, are consequently confronted with 
the admittedly difficult task of distinguishing between the cases of 
various industries and the overall national interest in establishing 
criteria and deciding upon trade policies, 

May I say first that we are highly pleased that this subcommittee 
has been created and authorized to examine and review the general 
subject of United States trade policy, the administration and oper- 
ation of the Trade Agreements Act and of its various clauses. Since 
the first introduction of H. R. 1 in 1954 we have seen what seems to 
be a very strong resurgence of protectionism. This was made evident 
by the 1-year renewal, without change, of the Trade Agreements Act 
in 1954, and during the consideration of H. R. 1 by the Ways and 
Means Committee in 1955. Later it was reflected in the debate on 
the House floor and in the proceedings in the Finance Committee of 
the Senate and on the Senate floor. After approval of this bill sub- 
stantially in its original form by the strong majority vote in the 
Ways and Means Committee, it passed the House in the spring of 
1955 only after several extremely close votes. The Senate, by strik- 
ing from the bill some of the proposed tariff-reducing authority, by 
adding the national-security amendment and broadening the base of 
the escape clause, returned to the Senate-House conference quite a 
different bill. 

The resulting legislation which passed both Houses was consid- 
erably less liberal than the original H. R. 1 and reflected increased 
strength of the protectionist forces. Then this year H. R. 5550, to 
authorize United States participation in the OTC, after approval 
by the Ways and Means Committee by a substantial vote, failed of 
passage in the House largely because, we must assume, of protec- 
tionist pressure. And this in spite of the quite obvious fact that 
OTC would reduce not one single tariff or admit $1 more of imports 
into the United States. 

Finally we are all painfully aware of what has been almost a flood 
of bills introduced this year in both the House and the Senate, most 
of them calling for a fundamental shift in our trade policy from the 
Trade Agreements Act, and a reliance on tariffs for such protection 
as may seem desirable, to a system of import quotas, flexible or rigid 
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as the individual bill may propose. The development of this ground 
swell, if indeed it is a ground swell, of opinion favoring the quota 
system is a predominant basis of a United States import policy poses 
the most serious kind of a problem for our foreign and security pol- 
icies, to say nothing of our domestic policy with respect to free enter- 
prise and free competition. Therefore this study and review by your 
committee comes at a most opportune time. 

It is a fair general proposition to say, I believe, that quotas are 
the most objectionable form of trade barriers. Producers abroad may 
be able to scale even a high tariff wall but they cannot climb over 
the barrier of a quantitative quota. In saying this I am merely 
echoing what the 35 countries, parties to the GATT, have said in 
agreeing that quotas are the worst possible way to regulate inter- 
national trade. Import quotas, if adopted broadly as American pol- 
icy, could destroy our cooperative international arrangements in the 
trade field and by so doing reverse the direction, pervert the very 
nature of our foreign trade policy as laid down by the Congress just 
jast year in extending the Reciprocal Trade Act to June 1958. The 
Subcommittee on Foreign Economic Policy of the Joint Committee 
on the Economic Report of the Congress, stated in its report of Jan- 
uary 1956: 

In time of war, quotas on imports are the counterpart of necessary domestic 
controlled allocation. But, carried over to normal times, quotas are designed 
for a purpose similar to tariffs. They are worse because they may be insensitive 
to changes in the volume of demand, and to changes in costs of production and 
prices, and are almost always discriminatory in assigning shares of the market. 
A quota has the purpose of boosting the market price just as does the tariff. If 
consumer demand grows, except by specific administrative action, there can be 
no increase in imports as even a tariff allows, and the only alternative is for the 
price to rise even more. Quotas imply the assignment of shares, and this in- 
evitably means that, choices must be made among countries of supply and in- 
dividual traders. The opportunities for favoritism, for economic strangulation, 
for international hard feelings and reprisal, and for personal corruption are un- 
limited. * * * 

The concept suggested in the above quotation is worth expanding a 
bit in order that the inherent viciousness of a quota system may be 
fully understood. First, quotas are complex. The experience of 
those countries that have resorted to the quota system shows that 
quotas frequently create more problems than they solve. In estab- 
lishing a quota in any particular product, many conflicting interests 
must be balanced. A base period must be fought over and chosen. 
And when the size of the quota has been finally established, the means 
must be found for apportioning the fixed amount of imports that can 
be brought in, among the importers, and, indeed, among the exporting 
countries and foreign producers. Some kind of licensing system is 
inevitable. 

Second, quotas require a bureaucracy. Any licensing system re- 
quires a staff to process and approve applications. Naturally, the 
demand for licenses must always exceed the supply, or else the quota 
would serve no purpose. Thus there is a premium upon licenses and 
a black market may grow up, immediately creating an enforcement 
problem. Supervision will 4 necessary at every port of entry to 
regulate imports by quantity, country of origin, and time period of 
entry. Inspections and investigations will often have to be made to 
verify actual country of origin. Because of the complexity involved, 
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there is considerable room for administrative discretion, and that in- 
vites favoritism and even corruption. 

Third, the administration of quotas is difficult and costly. Because 
of the complex problems which must arise, the administration be- 
comes entangled in a web of regulations, interpretations, enforcement 
agencies, and bureaucrats. 

I might digress a moment to say I speak somewhat with the voice 
of experience in this matter of licensing and quotas because I was con- 
nected with the Foreign Economic Administration during the war, 
and for 2 or 3 postwar years. The members of this committee will re- 
call our very rigid Export Control Act and the Bureau of Foreign 
Commerce, formerly called the Office of International Trade in Com- 
merce, had the unhappy job of administering those export controls 
as it still has today. 

I was at that time Director of the Office of International Trade, Mr. 
David Bruce was Assistant Secretary of Commerce for International 
Affairs, and some of you may recall that Mr. Bruce and I spent a great 
deal of time before various committees of Congress fighting over 
whether we were administering the controls properly, whether we 
hadn’t too many regulations. 

At one time there was a great public hearing at which two or three 
hundred people appeared. Mr. Bruce and I were on the stand, I think 
3 or 4 days fighting over various regulations and their enforcement. I 
will admit it was a complex thing. Mr. Bruce and I frequently said we 
spent sleepless hours worrying about the dangers of favoritism and, 
as I have said here, corruption. Fortunately there were only a few 
instances in 5 years of experience of corruption. But I can assure you 
it is a most involved job. 

Fourth, quotas are necessarily discriminatory. Licenses have to be 
distributed so that all the importers get a fair share of the quota and 
each foreign country gets its fair share of the total amounts of imports 
permitted. The determination of fair share is usually derived from 
some historical base period for both the importer and the supply- 
ing country. Selection of this base period must almost of necessity be 
arbitrary and that in itself implies discrimination. Provision must 
be made in some manner for new importers in the business, and for 
exhausting the ae of those who do not themselves complete the im- 
ports they have been authorized to effect. 

Fifth, quotas are inflexible. They are an absolute restriction on im- 
ports and have fixed limits and even where they have flexibility fea- 
tures which, for example, permit the quota to increase by a fixed 
amount as the domestic production of the commodity increases, there 
is, nevertheless, a predetermined limit established by legislative ac- 
tion rather than by the forces of supply and demand working in the 
market place. Tariffs, on the other hand, permit a response to market 
forces. The amount of imports coming in over a tariff will still be de- 
termined by such market factors as cost of production here and abroad, 
value of currencies, effectiveness of salesmanship, consumer prefer- 
ences, and so forth. 

Sixth, quotas increase prices and tend to lower quality. Because 
domestic producers are no longer faced with unlimited import competi- 
tion, their prices inevitably rise to meet demand. Because there is a 
limited supply, quality also is very apt to deteriorate. This situation 
should be contrasted with that existing under a regime of tariffs where, 
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although import prices may be higher, unlimited amounts may come 
in, and thus create quality competition. When tariffs are raised, for- 
eign producers, if possible, will increase their efficiency and reduce 
their costs without sacrificing quality. If they do not do this, of course 
they have lost their market. 

Seventh, quotas hurt the consumer. Consumer preferences have no 
effect on price. If his tastes change he often cannot shift his demand; 
in fact, if the quota on the desired article is filled and sold, he cannot 
buy any more imported articles at any price. +5 

Eighth, quotas invite retaliation and state trading. The imposition 
of a quota, aside from those imposed for lack of exchange, is recognized 
as an act of economic warfare; it is direct and obvious Government 
interference. Countries which are injured will almost always impose 
retaliatory quotas against the exports of the first country. This results 
ina snlnibed retaliation, and international trade warfare becomes the 
environment of world trade. Political considerations begin to domi- 
nate and instrumentalities of control become more refined and com- 
plicated and soon each nation is driven to autarchy and state trading. 

Ninth, quotas are harmful to the interests of those who espouse them. 
Frequently those economic groups who urge the imposition of quotas 
are themselves export industries who would have far more to lose if 
their exports were cut off than if imports were reduced. The textile 
industry is a case in point. In 1955, over 500 million square yards of 
cotton cloth were exported compared with imports of 150 million 

uare yards. I think no one could doubt that import quotas on tex- 
tiles would lead ultimately to a reduction in the export market for 
American textiles. 

To sum up: First, it seems to me the evidence is overwhelming 
that an import quota system introduced or maintained by a country 
like the United States, which is not in balance-of-payments difliculties 
and is under no constraint to conserve foreign currencies, is practically 
ruinous to the development of international trade. This, of course, 
must be particularly true when the country is in fact the United States 
which transacts at the present time between 15 and 20 percent of all 
world trade. How conceivably could countries which must conserve 
their supply of dollars ever be persuaded to dismantle such import- 
quota systems as they presently have to protect limited dollar bal- 
ances if their prospects for increasing dollar earnings should be 
thus limited and cut off by United States quota laws? In fact, if 
we start down the road of import quotas, producers in the free 
world will hesitate to even attempt entry into our markets with 
products not under quotas—because they will feel, rightly, that as 
soon as they develop an appreciable amount of exports to us import 
quotas of unknown dimensions will be imposed. 

Second, every country that has tried the protectionist expedient 
of import quotas on an extensive scale has experienced injurious 
effects on its overall economy. The inevitable result has been the 
establishment of frozen, static conditions in important basic segments 
of their industry,.and a decline in purchasing power which has re- 
sulted in either lowering their living standards, or in preventing 
any raising of the levels. Certainly the creation of such a static situa- 
tion by Government edicts or controls is against the American con- 
cept of free enterprise and competition. So much for quotas. 
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The subcommittee will remember the weight of testimony on the side 
of a liberal trade policy submitted to the Ways and Means Com- 
mittee during its consideration of H. R. 1 last year, as well as in the 
hearings on the customs simplification bill, H. R. 6040, and again this 
year in its consideration of H. R. 5550, authorizing United States 
participation in the OTC. I would urge the subcommittee to look 
carefully at the sources of that testimony and take note of their 
nonpartisan, unbiased, and disinterested character. While industries 
interested primarily in exports were represented, certainly most of the 
testimony on the side we believe in came from individuals, and na- 
tional and local organizations which have no axe to grind other than 
the national interest. The executive department of the Government 
which is responsible for advising on and administering the foreign 
policy of the United States made its position unequivocally clear. On 
this broad issue the present administration has followed a course sim- 
ilar to that of the previous administrations for the last 20 years. 

It is logical and almost inevitable that this should be so because 
in our present world, divided as it is between Eastern and Western 
blocs, our strength and that of our partners of the free world depends 
upon ever-expanding snennetivnnd tain and economic cooperation 
instead of on economic warfare aimed at maintaining static and non- 
expanding positions. Foreign-trade policy and foreign-economic pol- 
icy are so intimately a part of our whole foreign policy that it would 
be impossible to conduct our foreign affairs in disregard of our trade 
and economic actions. I will not take the time to list the independent 
organizations which spoke generally in favor of a liberal-trade policy 
in these hearings I referred to, nor will I recount in detail the argu- 
ments they adduced. 

The CIO-AFL, the League of Women Voters, the General Federa- 
tion of Women’s Clubs, the Committee for Economic Development, 
the Cooperative League of the United States, the “big three” national 
farm organizations—American Farm Bureau Federation, the Na- 
tional Grange, National Farmers Union—the United States Chamber 
of Commerce, the United States Council of the International Chamber 
of Commerce, to name just a few, are typical of the kind of organiza- 
tions on this side. 

In contrast, the opposition was largely represented by what I be- 
lieve can be properly classed as special interest groups; trade associa- 
tions, individual industries, local or sectional representatives. Sur- 
prisingly enough, many of the industries opposing a liberal United 
States trade policy have in fact a far greater stake in exports than 
they do in import competition. I might cite, for example, the chem- 
ical industry, the textile industry, the electrical equipment industry, 
the coal industry. Whether these industries really wish to have it 
both ways or whether they are not entirely aware of their own major 
interests is a question I am not competent to answer. The claim is 
commonly made by these industries that resources and jobs are lost 
by import competition, but it is seldom mentioned that the amount of 
productive equipment in use and the number of jabs created by the 
exports in these very industries exceeds by far the capital equipment 
and jobs that they claim are, or may be, lost because of imports. Cer- 


tainly our friends overseas must export to us in order to earn dollars 
to buy from us. 
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But we are aware that there are a number of industries, frequently 
of a semihandicraft nature, which have faced or are facing severe 
import competition. It is quite possible that a further appreciable 
reduction of tariffs would cause various degrees of injury, and that 
unless better production methods were developed or new efficiency 
introduced, capital and employment would be endangered. It must 
be borne in mind that this, however, is not an uncommon phenomenon 
in America: the decline or demise of particular industries or parts of 
industries occurs constantly in a dynamic economy such as ours. No 
one who favors the principle of free enterprise or of equal competi- 
tion could expect otherwise and the magnitude of the forced shifts in 
production and employment caused by increased imports could not 
conceivably approach in degree or in intensity the shifts, even into 
an entirely different industry, caused by developments within the 
domestic economy as a part of our everyday life. 

Dislocations for whatever cause, however, cause distress and as 
Americans we cannot be oblivious to distress. There are distressed 
areas and pockets of unemployment in the United States today caused 
by such factors as technological development and changing consumer 
preferences which are a matter of present concern to both the execu- 
tive department and the Congress. Various proposals have been 
made, specifically in bills introduced in the Congress, for the relief 
of these depressed areas and it seems entirely appropriate to us that 
this problem should have the fullest consideration. Distress caused 
by increased imports which result from a trade policy conducted in 
the interest of the Nation as a whole would seem to us to have a claim 
for consideration quite as legitimate as distress caused by any other 
factor. 

We would, therefore, strongly urge that these problems, because of 
their similarity, be dealt with in the same manner. In the printed 
recommendations which we are filing with this committee, you will 
find we recommended as early as 1953 that a program of adjustment 
assistance be devised for industries and workers injured by, or 
threatened with serious injury by increased imports. We believe that 
such a program could appropriately be considered in connection with 
any measures contemplated by the Congress for the relief of those 
who are in distress for other reasons. 

I might add that when Senator Douglas held hearings before a 
subcommittee last year on a bill he had introduced, which is very 
similar to a bill introduced by Senator Smith, to furnish some sort 
of adjustment assistance in depressed areas where there is unem- 
ployment, our general counsel, Charles Taft, appeared and sug- 
gested what I have just said. He went into more detail but he thought 
as part of that administrative action, if it is ever taken after authori- 
zation by the Congress, should cover the injuries that are threatened 
by imports as well as injuries that cause unemployment for other 
reasons. 

Our committee believes that the real economic cost to the country 
involved in affording assistance in cases of dislocations caused by a 
gradual reduction of trade restrictions will be less than the costs of 
establishing higher tariffs. It also believes that the costs of any 
assistance required in adjusting to such dislocations will be compen- 
sated for by increased revenues that will result from the favorable 
effects of a higher level of United States foreign trade. To meet 
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such hardships by imposing either higher tariffs or quotas would be 
in effect the granting of concealed and continuing subsidies borne 
by all consumers as a sort of tax. A program of assistance, temporary 
in character and limited in cost, would amount to a cheaper one-time 
cost, and would have the advantage of shifting the resources to 
more economic uses and at the same time permitting an expansion 
of international trade. 

Since this subcommittee is concerned as part of its mandate with 
the administration and operation of the Trade Agreements Act, a 
word should be said here about our views on two provisions of that 
act—the escape clause, and the national security amendment. We 
were, of course, concerned last year when the Senate broadened the 
base of the escape clause, as passed by the House, permitting the 
claims of injury to be based upon “segments” of industries, and re- 
quiring the Tariff Commission to consider as the cause of injury in- 
creased imports which have merely contributed in part, substantially, 
toward that cause. This is still a matter of serious concern because 
it may well tend to vitiate the effectiveness of the very modest tariff 
reductions authorized in the legislation. It certainly creates condi- 
tions of considerably less stability in our tariff structure than had 
prevailed under the previous language of the escape clause. We would 
urge the Congress.40 watch closely the operation of this new clause 
and to insure that the primary intent of our trade legislation, which is 
to promote international trade, is not compromised. 

The national security amendment has inherent in it the same 
danger. We are persuaded that in general import restrictions are the 
wrong way to safegard industries which are found to be essential to 
the national ae Assuming that particular production facili- 
ties and particular skills were found to be so essential to our security 
that means must be found to preserve them, even though their output 
is presently not competitive in the world market, we believe that 
some such device as Government contracts would be preferable to 
disrupting international trade patterns and the economic viability for 
our allies. In our opinion, no very good case has yet been made for 
the so-called defense essentiality concept when that implies preserving 
productive facilities and labor skills in a Government-protected hot- 
house. Since my fellow director on our committee, Mr. Charles 
Percy, has enlarged effectively on this subject of skills, I will only 
add that we would again urge the Congress to watch closely the de- 
velopments in the ODM where such claims of essentiality will be 
lodged. It is our understanding that it was the intent of Congress that 
the national security amendment was not a channel for those in- 
dustries which claimed injury but had no more than a tenuous claim 
to essentiality. Essentiality to security must be established without 
question and if this cannot be done, the proper channel for industries 
in this situation must continue to be the Tariff Commission. 

In conclusion, may we oe the hope that this subcommittee in 
its report to Congress will have constantly in mind the importance 
to our national welfare, our economy, and our security that the whole 
subject of trade policy bears. Weare deeply convinced that the direc- 
tion of our trade policy must be determined by what is good for the 
Nation as a whole rather than upon the interests of any part. To us 
this means a policy of leadership by the United States in endeavoring 
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to bring about an expansion of international trade and a gradual 
reduction of trade barriers throughout the free world. 

May I add that pursuant to the announcement of your committee in 
connection with the hearings we wish to take and probably will take 
advantage of the opportunity to file some additional observations 
before October 15. 

Mr. Harrison. You may do that. 

Mr. Bett. We will do that instead of taking up the time of the com- 
mittee at the present time. 

Mr. Harrison. We will be very happy to have such observations as 
you wish to submit and they will be incorporated in the record at the 
end of your testimony. 

The members of the staff and members of the committee would like 
to ask a few questions. 

Mr. E. Marttn. On the subject of quotas, you say that import quotas 
tend to result in deterioration of the quality of products. 

That must be based on the premise that with an import quota there 
is no longer competition. Is that your point? 

Mr. Betu. After the quota has been filled the competition is obvi- 
ously limited. When competition is limited there is not such a striv- 
ing among competitors to improve quality. 

Mr. E. Martin. With respect to most products imports furnish only 
a small part of our supply, ji they not? 

Mr. Bex. It varies. In some instances a considerable quantity is 
imported. 

Mr. E. Martrn. A considerable quantity—but still it is very unusual 
for imports to furnish a major part of the supply; is it not? 

Mr. Bru. Yes, it is. 

Mr. E. Martin. Then reducing or limiting the amount of the small 
part of the supply does not impress me as reducing competition a great 
deal. 

Mr. Betx. I might say from my own experience in industry—and 
I have spent most of my active years in industry—that even a com- 
petitor, whether he is abroad or in the United States, who creeps up 
to the point of supplying 5 percent of the demand immediately puts 
a burr under the saddle of everyone else in the industry and I know 
that from experience in the company with which I was associated. It 
is not the 5 percent that worries him but the fact that 5 percent may 
become 10, or 15, or 20, but if there is a complete limit, and you know, 
after that limit is reached under the quota you don’t have to worry; 
there isn’t the incentive to improve you own product or lower your 
own price. 

Mr. E. Martin. Do I conclude from that that in your view it is the 
importer or the man who sells imported goods who puts the real 
competition in American business ? 

Mr. Bett. No. The real competition is usually from within the 
United States but wherever the competition comes from, I repeat, 
whether abroad or the United States, what I have said applies. 

Mr. E. Martin. Do you think the President should have the power 


to review the Tariff Commission’s finding of injury in escape-clause 
cases ? 


Mr. Betz. Yes, sir; I do. 
Mr. E. Martin. Thank you, sir. 
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Mr. Harrison. Mr. Morrison. 

Mr. Morrison. Mr. Bell, in connection with your views on quotas, 
as you know, the Trade Agreements Act authorizes the President to 
introduce restrictions other than tariffs and the a clause also 
provides for the imposition of quotas in providing relief. 

Would you favor the withdrawal of that authority ? 

Mr. Bex. Of the power to impose quotas, yes, we would favor the 
withdrawal. It has been, as you know, very seldom used. The cus- 
tomary relief has been afforded by increasing the tariff. 

Mr. Morrison. But now another feature of this matter is that the 
Presidential authority under the Trade Agreements Act to increase 
duties is restricted but his authority is not restricted with reference 
to the imposition of quotas. 

As you say, I do not think it has happened, but this feature of the 
trade agreement legislation might result in the substitution of quotas 
for tariff relief that might otherwise be afforded. 

Mr. Brew. That is right. That is the thing that I say we fear and 
the tendency is which seems to be indicated. May I elucidate a bit 
on what I said in an attempt to compress our views. 

When Congress imposes quotas—you are all aware that in the session 
last winter and spring many, many bills were introduced by specific 
industries requesting imposition of quotas in various forms—we feel 
that if the Congress once starts down that line they are opening up 
Pandora’s box. I would hate to be a Member of Congress and be faced 
with the flood of requests and pressures that would then follow if they 
once establish the precedent of establishing quotas in particular indus- 
tries. If you establish it for X product and I am engaged in pro- 
ducing Y product I will immediately assault the Halls of Congress 
and demand that I am entitled to a quota. 

I am afraid the Congress might find itself back in the days of the 
early thirties and late twenties when the pressures upon Congress were 
so terrific, as Mr. Charles Taft and I have said on several occasions, 
quoting Senators Vandenberg and Taft, and others, that Congress 
never wanted to return to that condition. I fear if the Congress starts 
down that road, the pressures for imposition of quotas will be much 
greater than the pressures in those days when the log-rolling processes, 
as Senator Vandenberg once called them, were prevalent. It is dan- 
gerous and that is why we stress it so strongly. 

Mr. Morrison. I think another feature of our trade agreements is 
that they tie down foreign countries much more rigidly with respect 
to tariff rates than they do with respect to the imposition of quantitive 
restrictions and to exchange control and that sort of thing. 

Do you think this is an unfortunate feature of the trade agreements ? 

Mr. Bet. It necessarily, I suppose, is so because the quotas that are 
established by so many of our friends abroad have been established by 
their parliaments and the negotiators in arriving at the trade agree- 
ment cannot vitiate or override the actual laws of their country any 
more than our negotiators can. 

As vou know. we have quotas, which are undoubtedly required, on 
agricultural products because we have the support prices on those 
— products and we could not open up competition freely 
on them. 
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But obviously our negotiators in dealing with other countries could 
not cut down the amount of those or any other quotas imposed by the 
Congress, or abolish them entirely. That is the situation, unfortu- 
nately, that you refer to. , 

Mr. Morrison. Another feature of your remarks I would like some 
further comment on has to do with this matter of relief of distress by 
providing compensation in one way or another for retraining or 
retooling or whatnot. 

Do you suppose that in this matter, if such a macaiene were intro- 
duced, the distress occasioned by imports should be separately iden- 
tified and special arrangements made for compensating the people 
concerned or should it be just part of the general distressed areas 
program ¢ ' 

Mr. Brut. In the printed booklet of our recommendations you will 
find, Mr. Morrison, several pages devoted in detail to what we propose 
on adjustment assistance. In the question you asked, either of two 
situations might arise. 

Under the measures which have been proposed for relief in dis- 
tressed areas by both Senator Smith and Senator Douglas, upon 
which preliminary hearings have been held, distressed areas are de- 
fined as one in which unemployment rises above a certain percentage 
of the total labor force in that district, from whatever cause. It is 
sought to relieve that distress. 

We would say if such a bill passes and is set up as a law, that all 
factors that have some bearing in causing that unemployment would 
be considered and among them might be imports. 

On the other hand, as we stressed in appearing before Senator 
Douglas’ committee last winter briefly, you might have an area that is 
not distressed under the definition provided. You might have only 
one plant in a very prosperous area which claims that they are injured 
or threatened with injury from imports to the point where they are 
contemplating closing down. 

We stress in our printed booklet the fact that those situations should 
be taken hold of before concerns are in dire and desperate straits, 
that if an industry feels it is threatened it should file application for 
assistance—I will not go into the details in the booklet—and that then 
every effort should be made to determine, first, whether this import 
competition is what is causing the serious situation or whether it is 
the failure on the part of management to introduce improved methods 
and increased efficiency. Then if it is found they have done those 
things, we recommend the Federal Government come to the aid of 
State and local communities by loans to the owners, to aid in convert- 
ing to some other product, or in improving their efficiency in the 
manufacture of their own product, de to help by technical aid in 
retraining workers for new processes of work, and so forth. 

Mr. Morrison. Do you suggest that that feature be incorporated 
with the escape-clause legislation ? 

Mr. Bet. This feature ? 

Mr. Morrison. Yes. 

Mr. Bewu. Probably it will have to be referred to in the Trade 
Agreement Act. But we believe that there should be a separate 
section, or sections, in any distressed-area law that is passed that 
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would cover the method of affording the relief where import compe- 
tition has caused a threatened injury. 

Mr. Morrison. So it would not take the form of an amendment of 
the escape-clause legislation ? 

Mr. Bet. No. 

Mr. Morrison. Another part of your remarks relates to this matter. 
You say, “This is still a matter of serious concern because it may well 
tend to vitiate the effectiveness of the very modest tariff reductions 
authorized by the legislation.” 

You are talking about the escape clause. Now, the escape clause 
endangers not only the reductions that may be made in the future, 
but those that have been made in the past; does it not? 

Mr. Bex. Well, that is true. 

Mr. Morrison. I mean, I do not think you intend to connect the 
escape clause with the new authority granted in the 1955 act; do you? 

Mr. Betu. No. Isee your view. We were assuming any person or 
industry that is now injured, or threatened with injury could apply 
for assistance. We were looking to the future when they will come 
in after new reductions are put into effect, although they are only 
permitted to be 5 percent a year for 3 years. 

Mr. Morrison. That is all. 

Mr. McCarruy. Mr. Bell, can you name any industries you think 
might be hurt now, or would be hurt, by a more liberal trade policy, 
which might qualify for the kind of relief you suggest? The pottery 
industry, for example. 

Mr. Betu. Frankly, I hesitate to present any views on any particu- 
lar industry. I think it is a thing that requires very thorough 
examination. The other day for instance, Mr. Perey, my associate 
from Bell & Howell, testified on this problem and perhaps you know 
his general views. He has a feeling that many industries who fear 
import competition have not done all that is possible in this day of 
automation, particularly, to increase their productivity and so lower 
their costs that they can compete and meet competition without fear 
of injury. That requires a pretty detailed examination. 

You mentioned pottery. I think my opinion would not be very 
valuable because I do not know much about the pottery industry. 

We have made no study along this line of any particular industry 
to determine whether it would qualify for the assistance we suggest. 
We believe that it would have to be a very searching examination. 

Mr. Harrison. I noticed your comment on the increased strength 
of protectionist forces. I would like to make an observation and 
have your comment on it. I think that the principal complaint that 
I hear that appears to be justified arises first from the fact that nor- 
mally a businessman ought to be able to go to his lawyer and be told 
with reasonable certainty what the law is, and the fact that the results 
of the escape-clause applications are so protracted, so expensive, so 
long delayed and are apparently decided without reference to any 
pattern, or rule of law that the experience is more frustrating than if 
they did not have it. 

The second point I hear, and which appears to have considerable 
justification, is that recent concessions have been made under which 
existing production and existing employment have been seriously cur- 
tailed. Now, have you any comment to make about whether it might 
be possible for the Congress to frame language for an escape clause 
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that would provide more certainty and would make a clearer yardstick 
so that a man in business, and his employees, might have a better idea 
where he stands? 

Mr. Beti. Mr. Congressman, I am familiar with the complaints 
such as you have had. 

Mr. Harrison. Your statement shows that you realize the extent 
of them. 

Mr. Beiu. We realize that. 

First, as to the many complaints as to the time required to get a 
decision, whether favorable or not, from the Tariff Commission, I can 
only say I believe—and Mr. Morrison may have different views—that 
one of the principal difficulties has been they simply are too limited 
in the staff of the Commission to handle cases as promptly as they 
would like to. I think those of us who have not been in the midst 
of these hearings under the escape clause are not aware of the com- 
plexity of the work that has to be done to determine whether there is 
injury and what the cause of the injury is. It is a lengthy process. 

In addition to that, not that I am criticizing Congress for it, but 
they have loaded upon the Tariff Commission some additional jobs 
that require a tremendous amount of time. For instance, the study 
of reclassifications under customs. Just recently the Congress had 
to grant the Tariff Commission an extension of a year and a half, 
approximately, because they were not able to do it in the time limit 
previously set. I think that is one thing that your committee should 
and could well look into—whether or not more assistance is required 
in according the manpower that would make it possible for the Tariff 
Commission to dispose of these escape-clause cases more quickly. 

Secondly, as to the difficulties lawyers say they have that there are 
no precedents to govern them—as we say generally, in the common 
law, principles set up by decisions. I think that we have to remember 
generally the Tariff Commission sits as a jury rather than as a judge. 
It is the finding of fact as to whether or not there is injury that is the 
principal function of the Tariff Commission. Of course, the inter- 
pretation of the law, for instance, as to whether substantial import 
competition contributes to a claimed injury, is a matter of seeing that 
the proper interpretation is given to the words used by the Congress. 
Those are legal questions, but the final real job of the Tariff Commis- 
sion is, I think in effect, that of a jury in determining facts, whether 
it is serious injury or threatened injury. I think perhaps there could 
be a clearer definition on that point. 

I think it must be difficult for the Tariff Commission’s staff to apply 
some of those phrases, such as the one that says imports must “con- 
tribute in part, substantially,” to damage. Perhaps the Congress 
could define its intent a little more specifically. 

Mr. Harrison. Could you make a suggestion ? 

Mr. Bett. We shall be very glad to, before October 15, file some 
suggestions on that. 

Mr. Harrison. I would particularly direct your attention and ask 
for your comment on a suggestion that the escape clause should be 
made to apply whenever the imports have been such as to cause a con- 
traction of existing American production over a given period. 

Mr. Bett. Do you mean by that any contraction, though it may be 


only a 1-percent lowering of our national production ? 
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Mr. Harrison. The contraction of a percentage. I am not asking 
you to fix the policy for what the percentage might be under such a 
proposal, but I would be interested in your comment as to whether or 
not an approach along that line would tend to make the rules of the 
game more fair and thereby reduce some of this public protest which 
I think very seriously threatens the continued existence of this pro- 


gram. 

Mr. Bexx. We will be happy to do it. However, I think we are 
in grave danger, whatever the percentage may be, by using as a yard- 
stick the lowering of the production of some particular product, be- 
cause you then establish a static condition. Also, the lowering of 
the production may not be due to any import competition; it may 
be due to a decreased demand. 

Mr. Harrison. I recognize very possibly the suggestion that is bei 
constantly pressed a the Congress to the effect that quotas rund 
upon a percentage of American consumption would produce a static 
situation and would gear that industry, regardless of its efficiency, to 
a protected situation in an expanding market. But I am wondering 
if that would also apply to a formula based on production during the 
past given period. 

Mr. Brxx. Rather than the consumption ? 

Mr. Harrison. Rather than the consumption. 

Mr. Bett. I think there is perhaps less danger of establishing what 
might be called a static status quo, but I still think there is danger. 
I would like to thoroughly explore that, and we will enlarge our views 
on it. 

Mr. Harrison. After all, as a Member of Congress, frankly, I can- 
not help but be impressed when I am taken to a factory and see a 
factory which 2 or 3 years ago was running on 3 shifts a day and now 
it is sitting with its machinery covered and gathering cobwebs, and 
then they are presented with figures showing that the Japanese in 
the last 3 or 4 years, by leaps and bounds, have taken over the domestic 
market. It makes an impression. I wonder if there is any formula 
under which a factory already in existence, and labor already trained, 
might not be thrown out of jobs when the factory is closed down. I 
think it would tend to relieve some of the complaints—not complaints, 
but some of the situations that you have aiakaoel in your statement. 

Mr. Bett. I think the grave danger is the twilight zone there. It 
is difficult for any organization, whether it be Congress, the Tariff 
Commission, or what have you, to decide whether that situation is 
due entirely to import competition. I do not think we can say this 
factory is entitled to continue as it has for the last X years, with what- 
ever machinery it has, with whatever methods of production they 
have, and expect us to still see that they keep alive. I think that there 
would have to be a determination first—have they kept up with the 
times, so to speak. 

You mentioned the textile industry. I spent some years in France, 
and I was impressed with the fact that their textile industry is in a 
very difficult, if not hopeless, situation. The average age of looms 
in all the French textile mills then was something like 46 years. They 
have to keep them going by using gum and baling wire to tie the 
machinery together. I do not think it is healthy for the economy of 
the country to say, “Well, we have to keep those people working irre- 
spectively.” I mean the competition at home does exactly the same 

















CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 947 


thing as competition from abroad in instances of that sort. From 
my personal experience, I have seen factories that had to be closed 
down because they were not keeping up with the procession, and there 
was no import competition. 

Mr. Harrison. It may be a borderline case, but I call your attention 
to political realities. 

Mr. Bex. We will be happy to study that and present our observa- 
tions. 

Mr. Harrison. Some method has to be worked out to make the rules 
of the game a little more certain. 

I thank you very much indeed for your appearance and the valuable 
information you have given the committee. 

(The following supplemental material was later submitted by Mr. 
Bell :) 


COMMITTEE FOR A NATIONAL TRADE Poticy, INCc., 
Washington 6, D. C., October 11, 1956. 
SUBOOMMITTEE ON CUSTOMS, TARIFFS, AND REcIPROCAL TRADE AGREEMENTS, COM- 
MITTEE ON WAYS AND MEANS, 
House of Representatives, 
Washington, D. C. 


GENTLEMEN : Following are certain observations and suggestions requested by 
Mr. Harrison during his interrogation of the writer at the time of my appearance 
as a witness before the subcommittee, in behalf of the committee for a national 
trade policy. We are also taking this opportunity to present some further 
observations, supplementary to our statement before the subcommittee, and to 
amplify some of the points contained in that statement. We request that this 
additional statement be included in full in the printed record of the hearings. 


Escape clause 


Mr. Harrison remarked that there appeared to be some evidence that the 
results of escape clause applications are so protracted, so expensive, so long 
delayed, and apparently decided without reference to any pattern or rule of 
law that the experience is more frustrating than if there were no escape clause 
at all. 

Secondly, he requested some comment on whether it would be possible for 
the Congress to frame language for an escape clause which would provide more 
certainty and would make a clear yardstick which would permit a man in busi- 
ness and his employees to have a better idea of where they stand. 

As presently written the escape clause provides that the Tariff Commission 
recommend to the President the withdrawal or modification of a tariff conces- 
sion when it finds that a product on which a concession has been made is, as 
a result, either “in whole or in part” being imported in such increased quantities 
“actual or relative” as to cause or threaten serious injury to domestic industry 
producing like or directly competitive products. 

In arriving at its determination the Tariff Commission takes into consid- 
eration a downward trend of production, employment, prices, profits, or wages 
in the domestic industry concerned, or a decline in sales, an increase in imports 
“either actual or relative to domestic production,” a higher or growing inventory 
or a decline in the proportion of the domestic market supplied by domestic pro- 
ducers. The wording of the act pertinent to these questions is as follows: 

“Increased imports, whether actual or relative, shall be considered to cause a 
threat of serious injury to the domestic industry producing like or directly com- 
petitive products when the Commission finds that such increased imports had 
contributed substantially toward causing or threatening to cause injury to such 
industries.” 

“As used in this act, the term ‘domestic industry’ * * * means that portion 
or subdivision of the producing organization’s manufacturing, assembling (etc.), 
* * * like or directly competitive products in commercial quantities. In apply- 
ing the preceding sentences, the Commission shall * * * distinguish or separate 
the operations of the producing organization involving the like or directly com- 


petitive products or articles * * * from the operations of such organizations 
involving other products or articles.” 
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The last two paragraphs were added to the escape-clause language in the 1955 
extension of the Trade Agreements Act. Presumably their purpose was to make 
it easier for domestic industries to claim and prove injury from imports. They 
resolve and clarify in favor of protection, an ambiguity in the previously existing 
law which caused a number of split decisions in the Tariff Commission. They 
change the law in two respects : 

(1) It now clearly directs the Tariff Commission to find increased imports 
as the cause of injury to an industry if increased imports (whether actual or 
relative) “contributed substantially” to causing that injury. (Previously the 
Tariff Commission had frequently split on the question of whether increased 
imports must be the primary or sole cause of the injury or whether they might 
be merely a contributing factor if such imports were to be declared the cause of 
the injury under the law. 

(2) The new version directs the Tariff Commission to entertain the applica- 
tion of a segment of an industry as well as of an entire industry. The Tariff 
Commission in the past has been divided on whether this was authorized in the 
previous law. It now makes clear that for the purpose of escape-clause action an 
industry may be divided into a number of segments and each segment may qualify 
for tariff relief on the grounds of injury irrespective of whether the industry 
as a whole has operated profitably. 

It would appear that the present language of the escape clause would afford 
every possibility to an industry or segment of an industry claiming injury from 
imports to qualify for a recommednation from the Tariff Commission for relief, 
if in fact the industry or segment (1) has been injured and (2) has been injured 
in substantial part by increased imports. It seems to us that the difficulties 
which many industries claim they have encountered in attempting to secure such 
a recommendation from the Commission arise largely because they are unable 
to establish these two things: First, that they have been injured and secondly, 
that the injury has been caused (or partly caused) by increased imports. 

This, of course, is aside from the difficulties caused by alleged delays on the part 
of the Tariff Commission in arriving at its conclusions. In our opinion, such 
delays as have occurred are as much the result of inadequate staff in the Tariff 
Commission as they are the result of the inherent difficulty in ascertaining the 
facts in any case. 

In commenting on the language and intent of the escape clause it is important 
to remember that it should be read and understood in the context of the basic 
purpose of the trade-agreements legislation—to expand foreign markets for the 
products of the United States. Thus, any interpretation of the escape clause 
should always recognize that the act was enacted in order that trade might be 
expanded, not contracted. An industry claiming relief must show actual in- 
jury, in other words it must show that it has lost something—production, profits, 
employment—which it had before. It certainly would not appear to be the in- 
tent of the law to afford relief merely because an industry has failed to gain 
something it never had. This has been an important consideration in many 
cases before the Tariff Commission when imports have increased and domestic 
production remains stable. The increased imports have gone to supply an ex- 
panding market and the failure of the domestic industry to share in that 
expansion would not in our opinion constitute injury. The domestic industry 
has merely failed to share in a larger market which, it is fair to assume, has 
been developed by the producers of the foreign goods, not the domestic producers, 
since the latter never had it. 

Secondly, an industry claiming relief, after having established the fact of 
injury under the concept outlined above (i. e., that it has lost something it 
previously had), must show that increased imports have contributed substantially 
toward causing or threatening to cause the injury. Frequently when injury 
exists it has been caused by factors other than increased imports—decline in 
demand, change in public tastes, competition from other domestic industries. 
While imports may have increased, there may be reason to believe that a decline 
in production would have occurred anyway. If this is true, it is difficult to be- 
lieve that the Congress intended to accord relief to the industry concerned, by 
arbitrarily reducing imports, the effect of which imports on the domestic indus- 
try may well have been negligible or nil. 

Finally, in those cases where a segment of an industry applies for relief, it 
would seem to us incumbent on that industry to show that the capital, machinery, 
and employment which has been devoted to the production of any particular 
article has sustained injury in the sense that it has been rendered idle. If those 
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productive facilities have been shifted to the manufacture of other articles of 
equivalent profitability and salability we do not think that the law intended that 
relief should be afforded by increasing the tariff on imports of the original article. 

It seems to us that the foregoing considerations are an accurate interpre- 
tation of the intent of Congress in enacting the escape clause as amended. The 
additional 1955 language in the escape clause certainly broadened the base 
so far as the concept of injury due to imports is concerned and went far to 
open wide the door to all those industries which have any basis at all for a 
claim of injury caused by increased imports. If these industries are encounter- 
ing difficulties in securing what they consider a favorable finding of fact by the 
Tariff Commission it is our opinion that it is because they are not able to make a 
valid case. 

It has been our observation that many applications have been made to the 
Tariff Commission based on (1) a failure of the industry concerned (or a part 
thereof) to share in an increased market, or to share proportionately in such 
a market, and (2) a decline in production which cannot be shown to have been 
caused by increased imports. Clearly in these cases a so-called favorable 
finding ought not to be made by the Tariff Commission if the intent of the law 
is to be observed. Either one or both of these situations is commonly found in 
those cases which the Tariff Commission has rejected. Thus the fault does not 
lie with the indefiniteness of the law or with the Tariff Commission, but rather 
with the industry which is seeking something to which it is not entitled. It has 
been our opinion that the escape clause is already too broadly written, and admits 
cases within its terms which are of doubtful validity. The words “contributed 
substantially” is a considerable concession to those industries seeking tariff 
relief, as is the “segmentation” provision. The way is open for relief under 
these provisions to industries whose situation is caused not primarily by import 
competition but by a variety of other factors. We would much prefer to see the 
escape clause in its pre-1955 form and to confine its application to cases of prov- 
able injury to whole industries, caused directly and primarily by import com- 
petition. In our opinion these are the only criteria which preserve the basic 
purposes of the trade agreements legislation—of expanding trade and export 
markets for United States products. The broader language presently incor- 
porated makes it possible for action to be taken to contract trade when in fact 
that trade has little to do with the situation in which the complaining industry 
finds itself. ‘Thus imports can be made the scapegoat and the major factors caus- 
ing distress may be under little or no pressure for correction. 

It must be remarked that as a general proposition a protected industry is an 
inefficient industry with low capital investment and generally low wages. Con- 
tinued protection perpetuates such a situation and in a sense condemns the 
capital to wasteful use and the workers to a permanently low standard of living. 
It would be far better if it were made clear that tariff protection must be only 
a temporary relief to permit gradual adjustment. In only that way may the 
capital and employment in protected industries have some expectation and some 
prospect of sharing more fully in the American economic expansion and wage 
level. 

Much of the above comment applies to Mr. Harrison’s request for suggestions 
on the question of whether the escape clause should cover situations where 
imports have caused a contraction of existing American production over a given 
period. Mr. Harrison inquired whether it would be possible to develop an 
approach which would eall for relief when American production of any particular 
product declined. He inquired whether it would be feasible to institute a system 
of import quotas based upon a percentage of American production in a base 
period and whether such a system would not be free of the frequent criticism 
that an import quota system based on a percentage of United States consumption 
leads inevitably to a static protected situation for the industry concerned. In 
our reply to that question we commented that while perhaps there is less danger 
of what might be called a static status quo in using production, nevertheless the 
danger still would exist. Upon further review of this subject, we have concluded 
that it makes very littie difference whether a quota is based upon United States 
production or consumption. If the United States market is declining, imposition 
of a quota based on a percentage of a historical period would have little effect 
on imports, since that quota probably would not be filled. On the other hand, 
if the United States market is increasing, a formula based on either production 
or consumption would assure to the American producer a constant share in an 
increasing market which he may not have assisted in developing and would 
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permit, because of the static situation, a rise in prices to the consumer which 
would be entirely unwarranted. 

As we have indicated, this kind of governmental intervention in the market 
place in order to insure, in effect, expansion of domestic industry at the expense 
of the consumer, is inconsistent with our national philosophy of free competition 
and certainly injurious to our objective of increasing international trade. We 
can find no justification for the Government, as a matter of public policy, to 
assist an industry in expanding its production merely because the domestic 
market is expanding; when that market can be adequately supplied at lower 
cost from the foreign sources. Again, it perpetuates a high cost and usually 
inefficient domestic producer in business, and in the absence of consideration of 
national importance promotes the continued use of American resources and man- 
power in uneconomic pursuits. It contributes nothing to facilitating the adjust- 
ment which must ultimately be made by offering the fleeting hope that all will 
now be permanently well, makes more difficult the inevitable shifts in capital 
and employment. 

Finally, Mr. Harrison asked for our comments on the question of what to do 
with a factory which 2 or 3 years ago was operating full time and now is shut 
down because increased imports have taken over the domestic market. He asked 
whether there was any formula under which a factory already in existence and 
labor already trained might not be maintained in operation. 

It seems to us that such situations, if proved to exist, must be answered with 
a program of adjustment assistance. As we stated in our oral testimony, before 
the subcommittee, our group favors the establishment of a program by the 
Federal Government in cooperation with State and local agencies to render 
assistance to enterprises, communities, and employees affected by reduction in 
import restrictions, where it is needed to help them adjust to dislocations. In 
our recommendations (filed with your committee) we have emphasized forms 
of assistance which will promote a more economic and efficient use of resources 
and which will permit the avoidance of injury where possible, in contrast to 
proposals of a straight indemnification against injury. As we indicated in our 
oral statement, we believe that the real economic costs to the country involved 
in any dislocations caused by gradual reduction of trade restrictions will be 
less than the costs of continuing protection at all levels. We believe that the 
eosts of any assistance required in adjusting to such dislocations will be more 
than compensated for by saving in Government expenditures and by increased 
revenues that will result from the favorable effects of a higher level of United 
States foreign trade. Trade restrictions, whether high tariff or quota, are 
really a form of concealed subsidy. Furthermore, they tend to be a permanent 
subsidy, and in many, if not most, cases trade restrictions serve to protect pro- 
duction that cannot compete because it is inefficient or uneconomic. We favor 
a program of assistance which is temporary in character and limited in cost. 
Such a program has the advantage of shifting resources to more economic uses 
and at the same time permitting an expansion of international trade. 

The American economy successfully meets every year a much larger problem 
than is involved in finding jobs for workers who would be adversely affected by 
increased imports. American business and labor are accustomed to meet dis- 
locations every day because we have a dynamic economy. The American market 
is constantly shifting in response to changes in consumers’ tastes, the move- 
ment of population, the development or employment of new materials, the 
development of substitute products, and the exhaustion of raw material sources. 
Bach year our production must expand sufficiently to provide employment for 
the equivalent of at least 1.9 million workers. Of this number at least 1.2 
million are workers made available by the annual increase in our productivity 
while 700,000 are net additions to the labor force. Even the maximum range of 
annual gross job displacement would represent only a 2 to 5 percent addition 
to the expansion normally required. 

Thus it is quite apparent that dislocations and unemployment caused by in- 
creased imports are a minor factor in the much larger problem of successful ad- 
justment to dislocations caused by the normal growth of our economy. Sug- 
gestions and proposals have been made both in the executive and legislative 
branches of our Government for dealing with the larger problem and developing 
a program which would relieve the distress which accompanies the change. It 
seems to us entirely impractical and highly dangerous to attempt to afford relief 
to that small part represented by those cases in which imports are a factor, by 
adopting as a general policy the imposition of import restrictions or an increase 
of tariffs. This kind of action affects our whole foreign policy and our security 
policy ; it strains our relations with our friends and allies abroad. It contracts 
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our international trade and makes more difficult our cooperation with the other 
nations of the free world in promoting economic growth and stability. To us 
this is a fantastically high price to pay for what is at best an inadequate solution 
to a small part of a much larger problem. 

We have already submitted to the subcommittee our recommendations in de- 
tail on the subject of adjustment assistance. These recommendations were pre- 
pared some 3 years ago and are subject to revision to maintain currency with 
the times. The principles are continuing ones, however, and we feel are en- 
tirely applicable to the situation today or in the future. 


The national security amendment 


The 1955 extension of the Trade Agreements Act contains a new provision 
directing the President to take action to “adjust” the levels of imports of any 
products when he finds the increased imports are impairing or threatening to 
impair the national security. 

The act provides that the Director of the Office of Defense Mobilization ad- 
vise the President when he believes that any article is being imported in such 
quantities as to threaten to impair the national security. If the President agrees 
there is reason for this belief, he shall then initiate an investigation of the facts. 
If, as a result of the investigation, the President finds that the article is being 
imported in such quantities as to impair the national security, he shall “adjust” 
imports to a level which will not impair the national security. 

The joint House-Senate conference report on the act, as finally passed, makes 
clear that this amendment does not prejudice any authority the President 
may have under any other law to take steps to preserve the national security. 
For example, he may choose to adopt a stockpiling program to preserve essential 
productive facilities instead of limiting imports. Furthermore, the President 
retains full discretion and final responsibility for any action which may be taken 
in this matter. He has full discretion in deciding which agency or committee 
or personnel should make the investigation of the facts and he has full authority 
to establish the form and method of its work. 

It was our opinion in 1955, when this amendment was adopted, and it is still 
our opinion, that the provision is unnecessary. It tends to subject the Director 
of ODM and the President to heavy pressure by those industries which have 
failed to establish a valid case before the Tariff Commission for relief from 
imports, but which have some claim, tenuous or otherwise, to a position of 
essentiality in the national security. It has been, and is, our belief that the 
procedures of the escape clause, particularly as presently written, are fully 
adequate to handle cases where the fact of injury can be established. Merely 
to provide another avenue for those industries seeking relief and to add addi- 
tional criteria which are essentially irrevelant to the finding of fact of injury 
serves no useful purpose, in our opinion. The President is responsible for the 
total security of the United States. This concept of security must include con- 
sideration of our international obligations, both military and economic, our 
foreign policy, our military policy in relation to that of our allies, as well 
as consideration for the preservation of the so-called defense mobilization base, 
both here and abroad. He will certainly be impelled by these considerations to 
strike a net balance as between the effect of imports on a particular part of our 
mobilization base, and the effect of a restriction of imports upon the other 
facets of our total security situation. As a general proposition, we of our com- 
mittee, do not believe that the President will frequently find it is in our total 
security interest to restrict imports and thus artificially protect certain segments 
of American industry, yet he will be under considerable pressure from certain 
industries to do so. The report of the Subcommittee on Foreign Economic 
Policy of the Congress of July 18, 1956, has clearly shown the inherent danger in 
the concept of preservation of existing facilities and trained manpower in a 
“deep freeze” of protection. We can only add that, in our experience, the 
best assurance that a vigorous and up-to-date industry will be maintained for 
defense purposes, is exposure to the constant pressure of competition, both 
domestic and foreign. We feel that in any event there are many measures 
the President may take other than that of restriction of imports, which will 
more adequately and more safely insure the preservation of industries essen- 
tial to the national defense. 

Finally, it should be made clear that it was not the intent of Congress in 
accepting this so-called national-security amendment to throw the cloak of 
protection around any industry which has ever had a Government contract 
or has ever provided a product or a service in wartime. Those of us who have 
observed the claims of essentiality to the national defense put forward by 
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various industries during the hearings last year on H. R. 1, were frequently 
appalled at the temerity with which they were advanced, their remoteness from 
any validity, and the downright nonsense which accompanied some of them. 
We can only hope that the docket of the ODM is not so cluttered up with these 
questionable and spurious claims that the essential work of that Office is 
jeopardized. 

The peril point 

Our committee believes that the peril-point clause is an unwise limitation on 
the power delegated to the President in reducing tariffs. In the first place, it 
imposes an impractical task upon the Tariff Commission by requiring of the 
Commission a determination in advance, of the point at which the reduction of a 
tariff would “imperil” the domestic industry concerned or would cause or 
threaten serious injury. In effect it asks the Commission to gaze into a crystal 
ball and prophesy on an intricate matter. 

Further, it is our general view that the national interest as a whole should be 
the test of whether a particular tariff reduction should be considered or ne- 
gotiated. In this test, possible injury to the domestic economy as well as all 
other effects of the proposed reduction should be taken into account. Injury 
to a particular interest should not be the controlling factor in making such a 
reduction. To attempt to determine in advance the point at which injury 
would be “threatened” must necessarily, in our opinion, create undue caution 
in the minds of the Tariff Commission and thus vitiate the program of tariff 
reduction for which the law calls. Almost inevitably, determinations are based 
on an exaggerated fear of dislocation and on an underestimate of ability of 
American producers to deal with such locations as might occur. For these 
reasons, we would urge that this clause be deleted from the trade-agreements 
legislation. 


The Buy America Act 


The Buy America Act was passed in March 1933, at the depth of the depression 
as an artifiicial stimulus to employment. Under this act, American goods pro- 
duced or mined outside the United States, and even goods manufactured in the 
United States from materials produced or mined outside the United States, may 
be acquired for public use only under specified conditions. Two of these conditions 
are that the cost of the domestically produced commodity is “unreasonable” and 
that the head of the agency concerned determines in a particular case that the 
exercise of the discrimination is “inconsistent with the public interest.” For 
many years an “unreasonable” price was considered to be 25 percent above the 
landed duty-paid price of foreign goods. In his March 30, 1954, message to the 
Congress on foreign economic policy, the President asked for repeal of the Buy 
America Act with respect to countries not discriminating against the United 
States producers. The President also expressed the view that, except for cases 
where consideration of a national security, unemployment and encouragement of 
small business required otherwise, it is improper policy, unbusinesslike procedure, 
and unfair to the taxpayer for the Government to pay a premium on its purchases. 
On December 17, 1954, Executive Order 10582, providing for a differential of 6 
percent for the domestic producer (with exceptions for national security, areas 
of substantial unemployment, and small business) was issued. 

We believe this Executive order has considerably vitiated the effect of the 
Buy American Act, but we feel unquestionably that the legislation should be re- 
pealed for the reasons given by the President in his message. 

In conclusion, it seems important that we place the problems created by im- 
ports and by tariff reductions in their proper perspective. On the one hand we 
have our broad trade policy pertaining to international trade, as expressed pri- 
marily in our trade-agreements legislation, a policy the nature of which pro- 
foundly affects our relations with all the nations of the free world, our national 
security, and our economic prosperity ; while on the other hand we have a series 
of essentially parochial problems, real or fancied, which rise to the surface partly 
as the result of a policy which is in the national interest. 

Today we have a gross national product of some $400 billion. The increase in 
that GNP in a single year, from 1954 to 1955, exceeded by more than double our 
total commercial imports in any one year. Of some 66 million Americans at 
work in the United States only some 13 million to 15 million are at work in the 
production industries. The remainder are engaged in transportation, selling, 
advertising, banking, and service industries. Imports help to keep these four- 
fifths employed fully just as does domestic production. Thus, the competition of 
imports at the very most affects only a fifth of our work force in any conceivable 
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manner. Of that one-fifth, the number actually affected by import competition is 
a negligible part of the whole. Oyposed to that small part, one should place the 
millions of workers, both production and service, whose jobs depend upon exports 
and upon imports. Opposed also, is our foreign policy, our security policy, and 
our position as leader of the free world. 

It must be perfectly clear that the balance of our net interest is on the side 
of a relatively liberal trade policy. Furthermore, as we have strongly urged in 
our previous statements, the way to handle any problems of real and proved in- 
jury due to imports is through a program of adjustment assistance which can 
offer sound solutions reaching the heart of the trouble. It appears to us to be 
the height of irresponsibility to meddle piecemeal and empirically with our 
trade policy through imposition of quotas or higher tariffs in an attempts to solve 
problems involving so small a part of our population. We simply cannot afford 
the kind of national policy that such a course would represent. 

Very truly yours, 


GrorcE L. Bett, President. 
Mr. Harrison. The next witness will be the Honorable Kenneth 
C. Royall, former distinguished Secretary of War, appearing today 
on behalf of the Rayon Staple Fiber Producers Association. We 


are happy to have you. We ask you to be seated and proceed in your 
own way. 


STATEMENT OF KENNETH C. ROYALL, ON BEHALF OF THE RAYON 
STAPLE FIBER PRODUCERS ASSOCIATION 


Mr. Royautu. My firm, Dwight, Royall, Harris, Koegel & Caskey, 
represents the Rayon Staple Fiber Producers Association, and I speak 
as counsel for this body. I do not pose as an expert, but only seek to 
discuss as best I can the antidumping law, the reasons for it, and the 
need for its continuance and clarification. 


The present ee law was passed in 1921. Its purpose was, 
e 


and is clear, to prevent sales in the United States of imported goods 
at less than a fair price. The act recognizes that it is an unfair inter- 
national practice for a foreign exporter to sell goods for shipment to 
the United States at a price below that which he would normally 
sell them for in his own foreign country. 

The wisdom and fairness of this law is apparent on its face. Its 
principles are universally recognized not only in this country but in 
all, or almost all, free countries. 

It is not a tariff provision. It is not an escape-clause law. It is 
not a peril-point law, or a Buy American Act—or two-quota law. It 
is not dependent on any of these, nor is it inconsistent with any of 
them. 

The antidumping law does not logically enter into the controversy 
between “protectionists” and “free traders.” There is an almost uni- 
versal agreement among economists, members of our domestic indus- 
try, and our foreign friends that effective protection against dumping 
is essential. 

GATT and its advocates specifically— 
recognize the right of a country to protect itself against injury from dumping 
* * * through the imposition of antidumping * * * duties. 

In other words, across the board, that is recognized as an unfair 
practice per se, and this law is to give effective relief for that situa- 
tion. 

Let us now consider what Americans are interested in the anti- 
dumping law and its effective operation. Of course, there are those 
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American manufacturers who are threatened with unfair pricing prac- 
tices of the foreign exporter who is now dumping or is about to i 
his products in this country at a price lower than such products are 
normally sold in the country from whence they come. 

This feeling and interest of such manufacturers is not confined to 
those engaged in so-called big business. The same interest more than 
often applies to small business. Those interested embrace makers of 
wood screws, binding twine, safety pins, as well as producers of ply- 
wood, hardboard, potash, and chemicals. These producers and pro- 
ducers of many ether types of products, large and small, including 
our own rayon stable fiber, are directly affected by the operation of 
the Antidumping Act. 

Labor, too, is an important party interested in continued American 
production and employment at an adequate wage and averse to dump- 
ing’s bad effect on industry. The act also protects the farmer and 
his products. Finally, the act is also of interest to those dependent 
on or connected with such industry, labor, and agriculture—to all 
those menaced by the unfair practice of dumping. 

Let us now look at the present law. We have defined dumping, 
which is established by showing only two things: first, the foreign 
market value or fair value; and second, a lower export price of the same 
product. In other words, dumping as such does not require any proof 
of injury—because the dual pricing is in itself an unfair practice. The 
protective provision of the act, however, provides that a special dump- 
ing duty will be assessed only where there is injury here in the United 
States. The assessment of this duty is designed to deter and prevent 
dumping in the United States. Such is the purpose of the act. 

Unfortunately, for the reasons which I will shortly mention, the 
present act is in large part ineffective. Amendments are necessary to 
carry out its purpose—the purpose which Congress intended and which 
American interests of all types had expected to be accomplished. 

This is not only our opinion. It is also the opinion of the Treasury 
Department, the Senate Finance Committee, and the House Ways and 
Means Committee. On August 5, 1954, Mr. Chapman Rose, Assistant 
Secretary of the Treasury, wrote to Senator Millikin in part: 

There is great difficulty, under the existing statute and decisions construing 
it, in giving proper effect to thelaw * * *. 

He recognized the defects. 

On August 6, 1954, the Senate Finance Committee stated : 

The committee recognizes that further substantive changes in the antidumping 
law may be desirable, particularly in relation to price and injury definitions. 

In line with these comments the House Ways and Means Committee 
in June 1955, inserted in the then pending customs simplification bill 
the following language: 





The Secretary of the Treasury, after consulting with the United States Tariff 
Commission, shall review the operation and effectiveness of such Antidumping 
Act and report thereon to the Congress within 1 year after the effective date of 
this act. 


As finally passed in August of this year, the Customs Simplification 
Act prescribed that the Secretary of the Treasury, after consultation 
with the United States Tariff Commission, should report to Congress 
within 6 months after the effective date of such act. 
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That is what brings us here primarily. There is to be a report to 
Congress and it is a report to be made by reason of the fact that both 
the Finance and Ways and Means Committees recognize the necessity 
for the change, the Treasury Department recognizes the necessity of 
the change, industry recognizes the necessity of change, as do large 
segments of labor and management, and we are here to outline to you 
in rather general terms some of the matters which in our opinion must 
be changed and should be in the report, and should be considered by 
Congress in connection with Congress’s own action as to an improve- 
ment of the Antidumping Act in order to make it truly effective and 
carry out its purposes, 

There are several changes that are necessary to make the act effective 
and enable its purposes to be carried out. Our clients, in conjunction 
with other interested parties, are now engaged in reducing their ideas 
to definite form. At present we can point out to you some of the 
general problems which must be solved. 

One of these problems involves a clear definition of the word “in- 
jury”; that is, what constitutes an injury to American companies and 
individuals when there is a specific case of dumping? In that con- 
nection, it is noted that the Treasury Department as far back as 1954 
stated : 

Further study is being given to the question of the proper definition of “injury” 
for the purpose of the Antidumping Act. 

That same year the Senate Finance Committee expressed its dissatis- 
faction with the present injury provisions. 

It is apparent that in order for the act to be fully effective it must 
protect American interests from all types of injury arising from unfair 
pricing of imports from foreign countries, that is, arising from dump- 
ing. It would be our idea to define the word “injury” definitely and 
broadly so as to remedy—and deter—unfair foreign pricing which 
adversely affects or would adversely affect American industry, labor, 
or agriculture in any way. 

Only by such definition can the Antidumping Act carry out its 
purpose—and only in this way can American interests be protected 
against dumping. 

There are, of course, many ways in which dual and unfair pricing 
of foreign imports can be harmful here; for example, idleness of 
existing productive capacity, unemployment, prevention of otherwise 
normal expansion with more jobs and more raw material consumer. 
Our proposed definition of “injury” will cover these and other harmful 
results from dumping. 

Another point: The act as now interpreted lends itself readily to 
evasion under the language “sold or freely offered for sale” in section 
205. In practice this has been construed to mean that no sale of goods 
in a foreign country can be considered in determining “fair value” or 
“foreign market value” if there is any restriction at all in the terms 
of sale. This is the situation regardless of whether such restriction 
in any way affects the value. 

For many foreign producers who would otherwise come within the 
Antidumping Act this has naturally provided an easy escape by merely 
incorporating in sales contracts made in the foreign country conditions 
which have no effect on the fair foreign sales value of the goods in 
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question. As an actual fact, this procedure has prevented the effec- 
tiveness of the act in many cases in which relief would otherwise have 
been available to American interests. The essential determination, 
simply and realistically stated, should be basically whether the ex- 
porter’s sales price is less than the normal value or going price of the 
merchandise in question in the country of exportation. 

We are certain that it is not the intent of Congress that the Anti- 
dumping Act should have the present easy “out” for those who do 
not wish it to be enforced. This “out” presents a most serious situa- 
tion, which has been generally recognized. 

The Treasury Department, through Mr. Rose, in 1954, said—in a 
statement which has heretofore been partially quoted—that there was 
great difficulty— 


in cases where the home market of the country in which the dumping originates 
is to any extent restricted in the way in which the commodity is offered for sale. 


At an early date we will be in position to suggest language which 
would prevent this method of evasion and escape from the law. 

We know of important American industries which are suffering 
from the poms interpretations which have been given to the act. 

Naturally, there are opponents of the antidumping law. They rep- 
resent, among others, exporters from foreign countries which handle 
products competitive with American products. Of course, they have 
a tight to represent these interests, but our American interests should 
certainly prevail—at least to the extent of preventing obviously un- 
fair competition by dumping. 

As previously stated, many free traders believe in the antidumping 
law. Yet viewed from the other side of the picture, many of the op- 
ponents of the antidumping law are in essence free traders across the 
board. I believe that you will find that most, if not all, of these op- 
ponents are hostile to other statutes restricting entry of foreign weed. 
ucts into the United States. Many of them, I venture, think that even 
the GATT agreement may be too restrictive on foreign imports. 

It is true that these opponents of antidumping legislation often pay 
lip service by saying: 


American industry and labor and agriculture must be protected from unfairly 
priced exports, but * * * 

We must not be misled by such statements because the “but” often 
favors changes, procedurally or otherwise, which would assure the 
continued nullity of the act—thereby depriving American industry 
and labor of the protection against imports of foreign products at an 
unfair price. 

One of the objects of our opponents is to delay the determination of 
dumping, delay the imposition of the protective provisions of the act, 
and delay other determinations by imposing on American industries 
the impractical and unworkable burden of full proof. In this con- 
nection it must be borne in mind that the exporter knows the facts as 
to foreign values. 

To place this burden of proof on American companies would only 
serve either to prevent or delay or delay remedial action until the un- 
fairly priced foreign goods are in this country and have unfairly dam- 
aged an American industry. Certainly, it is not the intention of Con- 
gress that the Antidumping Act merely intended to “lock the door 
after the horse is stolen.” 
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Another suggestion of these opponents of antidumping is that the 
word “industry” be so broadly defined that the antidumping law would 
seldom, if ever, be applicable. 

“Industry” is, of course, a word of many meanings. It could apply 
to all industry in the United States, or to a broad generic industry like 
the chemical industry, or it could be used for a large category of prod- 
ucts which have many material variations among themselves. How- 
ever, the plain intent and meaning of the act is that the word “indus- 
try” applies to the production of any definable product which is af- 
fected by unfair pricing of goods imported into the United States. 

It happens that this sensible definition is now accepted by the 
Treasury, the Tariff Commission, and by Congress in other legislation. 
Antidumping opponents would like to change it by statute. They 
ask for a clear definition of “industry.” We agree that the word 
“industry” must be clearly defined—but defined in line with the 
definition adopted by Congress at its last session. 

Such a definition would settle definitely this phase of the matter so 
that disputes and delays relative thereto could not hereafter arise. 
And only by a definition based on definable products which are in 
competition with foreign imports—only by such definition—can the 
act be effective for the protection of American enterprise. 

Finally, we wish to emphasize again that antidumping legislation 
is an effort to prevent an unfair method of competition in international 
trade—to prevent price discrimination over national boundaries. We 
should see that the act carries out this purpose. If we fail to require 
this fundamental and recognized standard of fairness from exporters, 
we know from history that we permit incalculable harm to industrial 
interests in our country. 

We suggest again that protection of our American industry from 
the unfair practice of dumping is not a matter to be viewed lightly. 
Dumping of merchandise on our market at prices lower than those 
charged in the exporting country tends to disrupt our economy to a 
degree that cannot be scientifically evaluated. 

Its injurious effect directly reaches the manufacturers, the laborers, 
and is also reaching the farmers engaged in producing merchandise 
competitive with the dumped merchandise. The indirect effect ex- 
tends to all segments of our economy which make up our mutually 
dependent and integrated production and distribution system. Weare 
confident that the American people and their representatives want these 
—_— effects prevented by a meaningful and effective Antidumping 
«\ct. 

I thank the committee for this opportunity to appear before them 
on behalf of our clients. 

Mr. Harrison. Thank you, General. Mr. Martin. 

Mr. E. Martin. General Royall, I am not quite clear. Is it your 
thesis that dumping consists of differential prices irrespective of the 
subject of injury ? 

Mr. Roya. Yes, sir. I think that is the recognized meaning of 
dumping historically and in practice. But I added this, that al- 
though that is dumping, the remedy intended for it, that is, the 
imposition of additional customs duties on the dumped goods, is not 
applied to protect American interests. 

Mr. E. Martin. Article VI of GATT says the contracting parties 
recognize that dumping, by which products of one country are intro- 
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duced into another country at less than the normal value of the 
products, is to be condemned if it causes or indicates material injury 
to an established industry in the confines of the importing country. 

Mr. Roya. That is what I said, except the word “material.” 

Mr. E. Martin. On the question of restrictions on sales as defeating 
the Antidumping Act, we have had for a good many years identical 
or practically identical restrictions applied under the normal valuation 
provisions of the Tariff Act. 

This year, in the Customs Simplification Act, the Congress enacted 
some definitions on that which seem to me to be quite an improvement, 
especially in this area of restrictions on sales. Without quoting the 
act, the general idea is that restrictions on sales which do not sub- 
stantially affect the price should be disregarded. 

Mr. Royatu. Yes, sir. That provision, however, is not in the Anti- 
dumping Act. The principle of what you say is exactly what we 
wish. Whether in view of the existing contrary decisions the lan- 
guage should be identical, I am not in position to say, but the principle 
that you refer to in the Customs Simplification Act is the one we wish 
to apply to this act, and that is further corroboration of the necessity 
for making that change. The Customs Simplification Act recognizes 
that such a change is necessary to make the act effective. 

Mr. E. Martin. Do you think it is desirable for the administrative 
agency, when it is making findings of injury, to indicate the con- 
siderations which led to those findings ? 

Mr. Royratx. I do not want to give you too specific an answer about 
that, because I am not competent to do it. I am not too familiar with 
the procedural methods used. I will say this, that I am sure that 
those who wish to make the Antidumping Act effective have no desire 
to deprive those on the other side of an opportunity to present their 
views. 

I do not know whether the statute as now applied gives that oppor- 
tunity or not, and we have no desire for an erroneous decision to be 
made on injury if the facts are otherwise. The only thing we want 
to be guarded against is that this be done in a way that would not 
open the door to delay in the withholding of the appraisal. The ex- 
porter knows the facts, he does not have to look them up—he knows 
them—because he is the one selling at a cheaper price in his own coun- 
try, and his own books and records show that. If he gets sufficient 
notice on this question of injury to present the facts and present them 
promptly, that is all right. But if there is such delay that the deci- 
sion can be put off completely, then we get in that situation of the 
act merely closing the door after the horse is stolen. 

With that exception, the principle you are inquiring about, I am 
sure, is acceptable to our industry. 

Mr. E. Martry. If you do not do that, the only one who knows the 
decision is wrong is the one who lost. 

Mr. Royaty. That may be correct. I had not thought of that fea- 
ture. The procedure in another way is one-sided against the injured 
American industry. Under the present procedures if a clearly erro- 
neous decision should be made against ite American industry which 
is harmed, that industry has no right of appeal or review; while today 
the foreign exporter does have the right of appeal. 
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Mr. E. Martin. On that subject all you get is the yes or no and 
there is no way of judging as to what the law is on the subject where 
the law does not define it. 

Mr. Roya. That is right. What you say ties in with what I say. 
If the decision is clearly against the American industry, they should 
have some relief also in the way of reversing or changing it, and the 
same relief would go to the other side. But neither of those pro- 
cedures should be used or usable to delay the matter to a point of 
ineffectiveness. 

Mr. E. Martin. There is certainly no direct review in the law for 
the American manufacturer who has lost. Whether he has a right 
to review by declaratory judgment, I do not think has been determined. 

Mr. Royatit. When you get into the matter of declaratory judg- 
ments, you get into a long procedure. We are not proposing a change 
in the procedures today. We are studying that matter. But the ob- 
jections I imagine you have in mind are thoroughly in accord with 
our views. 

Mr. E. Martin. On the question of retroactivity—the way you 
stated it, locking the door after the horse is stolen—does not the present 
Jaw cover that when it permits application even prior to injury ? 

Mr. Royati. Yes. The opponents are apparently seeking to make 
some change there. All we want is for the law to be effective, and | 
am sure that is the desire of this committee. 

Mr. E. Martin. That is all. 

Mr. Harrison. Mr. Morrison. 

Mr. Morrison. Is it your view that dumping being an unfair prac- 
tice, that if there is any domestic production on which the dumped 
goods mene, that a finding of injury should follow as a matter of 
course 

Mr. Roya. Unless it is insignificant. 

Mr. Morrison. Occasionally the goods are imported and the orig- 
_ buyer is bankrupt and they are sold for what they can get out of 
them. 

Mr. Royatt. I have not given consideration to that exception. It 
seems to me, whatever the circumstances are, if the result is that there 
is real injury, or noninsignificant injury, those circumstances should 
not be disregarded. Offhand, I do not think of any sort of creditors’ 
proceedings which should work to the disadvantage of American 
industry where there is dumping. 

Mr. Morrison. But you think the finding of injury should not de- 
pend - an extensive review of the profits of domestic producers, and 
soon ¢ 

Mr. Royaut. Profits should not be the sole test, and may not even 
be a good test. American industry is interested in utilizing its pro- 
ductive capacity, and if that is interfered with by foreign unfairness, 
there ought to be a remedy. 

Furthermore, American industry has a right to expect expansion. 
Our population is growing, our economic system is broadening, and 
we must have expansion. If an unfair practice prevents expansion, 


the unfair practice ought to be prevented. So it is not really a matter 
of profit. 
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Mr. Morrison. In the present administrative arrangement you 
would hold that the determination by the Tariff Commission should 
follow pretty much as a matter of course if there is a domestic indus- 
try producing competitive goods, and it would not require any exten- 
sive study of the affairs of the domestic concerns; it is unfair and if 
it is not trivial the determination of the Tariff Commission in the 
matter should be a simple one ? 

Mr. Royauu. Maybe that is an overstatement of my statement. We 
re amendments to give the Commission some suggestive criteria. 

f antidumping freezes the industry so it cannot expand, if it reduces 
what its volume would be except for this unfairness, there are a 
number of other circumstances. I do not think the Commission should 
blindly find injury, but I think as a matter of fact it should be evident 
that where there is a dumping at a lower price in many industries, it 
is obvious that there is an injury without more. 

Our definitions which I just hinted at in this presentation, I believe 
would be criteria that any member of this committee would feel sound 
and related to actual conditions in industry. I believe that is so, 
and I think the real danger there is whether the opponents will try 
to narrow the criteria to such an extent that the act will mean nothing. 

Mr. Morrison. In your view, is dumping the counterpart of price 
discrimination by domestic concerns as a competitive technique against 
their competitors? 

Mr. Royauu. No, sir; I would not say it is that broad. We have 
in some of our American statutes a restriction against price discrim- 
ination under certain circumstances where there is a manifest unfair- 
ness. Antidumping, however, is related to a specific situation, that 
is, Where a foreign manufacturer, we will say for illustration, sells 
his goods at home at a certain price and then elects to sell over here 
in America at a lower price. Antidumping is not related to a situa- 
tion where a foreign manufacturer sells all his goods at a lower price 
at home and here. That is something that must be taken care of 
in tariff and other legislation. But antidumping presents a case 
where both of those circumstances exist, that is, 7 sells here at a 
lower price, and, secondly, it is a lower price than he sells at home. 

Mr. Morrison. Is not the unfairness involved here the same as the 
unfairness of a manufacturer in Pennsylvania selling his products in 
California at a lower price than he charges in Pennsylvania ? 

Mr. Royatu. No, sir; I do not think that is analogous. There may 
be situations where the case you refer to would be illegal in the United 
States. But that is a great deal different than the situation between 
us and a foreign country. I do not think the fact that you have an 
antidumping law means you must say that the same thing is true 
within the United States. If that same criterion were applied, if 
you said you had to have the same relation between a foreign country 
and America as you have between Pennsylvania and California, you 
would never have any customs duty at all, because you cannot impose 
a customs duty between Pennsylvania and California. Likewise, an 
unfair international practice stands in a different category than prac- 
tices between two States in the same country. 

Mr. Morrison. You pointed out that the antidumping statute was 
not related to the general policy of protective tariff. 

Mr. Royauy. That is right. 
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Mr. Morrison. You also pointed out that we have domestic laws 
aimed at unfair price practices of the same sort, namely, local price 
cutting to destroy a competitor, 

Mr. Roya. That is right. You also have it in the Robinson- 
Patman Act. A number of situations arise where it is considered 
unfair to make a discrimination in the United States. However, 
what you say is very true, that there can be unfairness internally? 

Section 5 of the Federal Trade Commission Act has a broad term, 
“unfair methods of competition,” and, as you know, I am sure, that 
term has been construed to apply to a number of situations, price situ- 
ations, and others. This is an instance of something which is not 
applicable, however, to an international situation which is different 
from the relation between the several States. The Antidumping Act 
is different. 

Mr. Morrison. I believe the national statutes against local price 
cutting are accompanied by such terms as “unless made in good faith 
to meet competition.” Would it be reasonable to construe the term 
“injury” in the antidumping statute as applying the same considera- 
tion with reference to predatory intent on the part of the dumper? 

Mr. Royauu. I do not think so. We havea criminal statute on anti- 
dumping that takes care of that situation. We are talking about a 
civil remedy here. Dumping has been traditionally considered an 
unfair practice, regardless of any predatory intent. If you had that 
predatory provision in the Antidumping Act, you might as well tear 
up the Antidumping Act and throw it in the wastebasket, because you 
could not possibly administer a law where you had to demonstrate in 
every instance predatory intent. I am sure any lawyer knows such 
an intent is one of the most difficult and long-term issues that can 
come before a court, and I think the only effect of that provision would 
be destruction of the law even more than it is presently destroyed. 
I do not think that the suggested consideration should be incorporated. 

Where a man manufactures goods and he sells them at home at a 
certain price and then his surplus he dumps in another country, for 
whatever his purpose may be, in order to pay his overhead and prevent 
the other country from paying its overhead, or whatever purpose it 
is—if he does that, it is an unfair practice and there is certainly no 
dispute as far as I know of that being an unfair practice, and there 
should be no method of escape from the consequences. 

Mr. Morrison. I still do not understand why it is more unfair for 
a British concern to do that in New York than for a Pennsylvania con- 
cern to do that in California with a view to eliminating a competitor 
that may exist there. 

Mr. Royauu. The situation is different. Maybe I am not stating 
it correctly. As a stated at the outset, I am no long-term student 
of this comparison, and some of my replies may need clarification 
later. But, I believe, the difference is: We are an international entity. 
It is not our responsibility to put America on the same plane with 
foreign countries as one State has with another. Our Constitution 
expressly contemplates dealing with the United States as an entity 
different in many ways from a foreign country. 

As I said once before, this is not a tariff act, but if the principle 
were generally adopted that we had to treat every foreign country 
83979—56—pt. 227 
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just as one State treated another we would have no tariff law, no 
escape clause, no legislation of any kind, because any such statutes 
in the United States would be illegal today. So we cannot adopt 
a principle, I do not think, in any of these or similar laws that con- 
templates that there should be no more restriction between this country 
and a foreign country than there is between two States. 

Mr. Morrison. There is nothing illegal, is there, about the Robinson- 
Patman Act and other legislation which prohibits local price cutting 
except under certain conditions as specified in the act ? 

Mr. Royatu. That is a specific law. 

Mr. Morrison. That is all. 

Mr. Harrison. Is American industry suffering now from dumping? 

Mr. Roya. Yes, sir. 

Mr. Harrison. You have stated it in the abstract. Can you make 
it more concrete ? 

Mr. Royauyi. We can, but I cannot give it to you offhand. I can 
say in general terms that the amount of foreign staples being dumped 
in this country is enormous and has been enormous. We can add in a 
supplemental statement certain specific facts. I would rather give 
them later. 

Mr. Harrison. What countries are dumping? 

Mr. Royauu. Several countries. I do not want to enumerate them 
at this time, because I may leave some out. Would it be satisfactory if 
I gave you that in a supplemental statement ? 

Mr. Harrison. Yes. Thank you very much for your appearance 
and your testimony. You may file an additional statement between 
now and October 15. 

(The following additional information was submitted for the 
record :) 

DwieHt, RoyaLt, Harris, Korcer, & CASKEY, 
Washington, D. C., October 15, 1956. 
Hon. Hate Boges, 
Chairman, Subcommittee on Customs, Tariffs, and Reciprocal Trade 


Agreements, Committee on Ways and Means, House of Representatives, 
Washington, D. C. 


Dear ConGressMAN Boees: On behalf of the Rayon Staple Fiber Producers 
Association, I appeared before your subcommittee on September 27, 1956, and 
presented orally my views on the Antidumping Act of 1921, and the need for 
legislation to make that act effective. At that time I was requested by the 
acting chairman to furnish the subcommittee with information concerning the 
extent of dumping of rayon staple fiber in the United States. This letter re- 
sponds to that request, and in addition discusses the matter of a proposed ‘‘meet- 
ing competition” defense. We ask that this letter be made a part of the record 
in supplementation of my oral presentation. 


DUMPING OF RAYON STAPLE FIBER IN THE UNITED STATES 


During the first 6 months of 1956, total deliveries of rayon staple fiber to 
customers in the United States, including both deliveries of imported and 
domestic fiber, amounted to over 207 million pounds. Of this amount, imported 
rayon staple fiber accounted for about 51 million pounds, or approximately 25 
percent of all deliveries made in the United States. During this same period, 
there was an estimated domestic productive capacity of rayon staple fiber in 
excess of 220 million pounds—a productive capacity more than sufficient to 
supply all domestic deliveries. Nevertheless, deliveries of domestic fiber were 
only 156 million pounds, or approximately 75 percent of total domestic deliveries 
and only 70 percent of estimated domestic capacity. 

Statistics published by the Bureau of the Census indicate that rayon staple 
fiber was imported into the United States from 13 foreign countries during 
the first half of 1956. Attached as appendix A is a table showing the amount 
of fiber imported from these countries during this period. 
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The declared values at which imported rayon staple fiber was entered into 
the United States in the first half of 1956 averaged 25.8 cents per pound. Al- 
though it is difficult, if not impossible, on the information available to us ac- 
curately to calculate a corresponding average foreign market price, the home 
market price in many of the exporting countries, reduced to American cur- 
rency, was well above 30 cents per pound, according to the best available price 
information. For example, the home market price in Austria is believed to be 
about 31.5 cents per pound and the declared value of imports from that country 
averaged 23.04 cents per pound. Corresponding figures from other representa- 
tive countries are as follows: 


[Cents per pound] 





Country Home market} Declared 
price | value 
sia iaaeg hla nce mints —atreenncremeeneteemneensentind 
Rid os ested ca nen een ania adebblnbnbaratihe Aaah salen hailed a iuisipis incense 30. 4 24, 83 
PERS. cigs <3 ac tedin nnn inighltade abhmtudlnwateistda ads dima ehbaicn Loach 33.8 24. 55 
WOE kiki chan anise ds ca cenbaen cep pecs mendit thebcsts ndee dene 31.8 27. 26 
TOs 40 sdciaigs cheeiecn isthe vied ade een 30. 5 22. 85 





Even allowing for possible errors in calculation, it is apparent from the gap 
between the home market prices and the declared value of imports into the 
United States that rayon staple fiber is being dumped on the American market 
and our American producers are presently confronted with meeting a recognized 
unfair method of competition in international trade. 

Restrictions, however, imposed by foreign producers of rayon staple fiber in 
connection with sales in their home market make it impossible to determine 
foreign market value and to take effective action under the present Antidumping 
Act. The most usual restriction is that the customer shall not resell the pur- 
chased fiber prior to processing it into yarn or weaving it into fabric. Of course, 
we have no way of determining whether any restrictions are enforced or not. 
Nevertheless, since most sales are made to textile mills which intend to process 
the fiber anyway, the restriction is unimportant except as it serves to prevent 
the imposition of dumping duties in the United States. 


PROPOSED “COMPETITIVE DEFENSE” 


There was an implied suggestion before the committee that the Antidumping 
Act provide no liability where the dumping prices of products sold in America 
are for the purpose of meeting competition. In this connection it is reasonable 
to assume that any price for imports into the United States lower than the 
foreign home price is fixed expressly for competitive reasons. Therefore, if these 
competitive reasons are a defense to the Antidumping Act, then there are 
practically no cases to which the act could apply. 

In this connection it must be remembered that there are many instances in 
which the production and distribution under our free, competitive American 
economy cannot effectively cope with the practice of dumping on the part of 
foreign producers who by reason of a permissibly regulated and managed econ- 
omy at home can dump their products here at an artificial price. Protection 
from such dumping must come from an effective Antidumping Act. 


CONCLUSION 


In order to make the Antidumping Act effective to serve the purpose for which 
it was originally intended and for which it is now needed, it is essential that the 
act be amended in at least these particulars. 

First: Restrictions on the sale of merchandise in the country or exportation 
should not be permitted to defeat the determination of foreign market value for 
the purpose of fixing the special dumping duty. 

Second: “Industry in the United States” must be clearly defined to insure 
ihe protection of the act for any segment of American industry affected by the 
dumping. 

Third: The term “injury” must be definitely and broadly defined so as to 
remedy—and deter—all unfair foreign pricing which adversely affects or would 
adversely affect American industry, labor, or agriculture in anyway. 

Very truly yours, 


KENNETH C. ROYALE. 
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APPENDIx A.—Imports of rayon staple fiber, first 6 months of 1956 


Country: Pounds 
eT oneness ay silencing tear aplasia 4, 059, 500 
I oo. siencntnenceicinssisan latencies linia ttihe — 2,831,500 
CII sor csscceve-csvsn sony icp eibcirstaltics as Siecle datiaae tacit ie 2, 988, 700 
NN ey ss eensnstonipncpaensstdbsoeesinin edema aigtahaedesdgaltioonttt mn aas alates 9, 611, 900 
WS SPINA 2. a cen ncicecnnesdidnntio ete bene eel 11, 662, 400 
Oo nce caret lla asic nso ions aa 5, 739, 400 
ROD nis ccc nn ctimen testi tna apatites fabitacijminnaaydalaipaeibapainip ae taate 3, 371, 400 
I ci icc scccnchecincaseaasin piece titckcciaeh toed neta eel a eal 1, 064, 700 
I ase acest ctecses nap snett mash aan hice lilsinaidmtcaenaeaddaiiailla 3, 520, 200 
IIe tO stricta nici a deccenngg ceeds 5, 931, 600 
OOO i Be ieee ee oe ee ee 184, 700 

since tig sla Sec Dl che al ea al ic 50, 966, 000 


Source: Import statistics published by the Bureau of the Census. 


Mr. Harrison. The next witness is the distinguished Senator from 
the State of West Virginia, Hon. Matthew M. Neely. We will be glad 
to hear you, Senator. 


STATEMENT OF HON. MATTHEW M. NEELY, A UNITED STATES 
SENATOR FROM THE STATE OF WEST VIRGINIA 


Senator Neety. Mr. Distinguished Chairman and members of the 
subcommittee, the Reciprocal Trade Agreements Act, as extended by 
the 84th Congress, contains language which spokesmen for the admin- 
istration, in Senate debate, contended was suflicient to prevent damage 
to our national economy or injury to any of our basic industries. 
Specifically, we were assured that the administration would, under 
the amended law, take prompt action to restrict the importation of 
foreign oil into the United States at the 1954 importation level. 
Unhappily it has long since been proved that the authors of the assur- 
ance greatly underestimated the greed of the importing oil cartel, and 
equally overestimated the value of the administration’s promises of 
protection for the American industries which excessive importations 
were distressing. It is now well known that the assurances of restric- 
tion were as worthless as painted ships on painted oceans. 

An address delivered by me in the Senate on the 27th day of last 
July, which appears at page 13705 of the Congressional Record, 
describes in detail the manner in which the administration has fla- 

antly failed to redeem its promises and discharge its duties in this 
important matter. The subcommittee is hereby requested to print this 
address and a relevant letter dated July 13, 1956, from 25 Members of 
the Senate to the Honorable Arthur S. Flemming, Director of Defense 
Mobilization, as a part of the record of the hearings which the sub- 
committee is conducting. 

(The material referred to follows :) 


{From Congressional Record, July 27, 1956, pp. 13705-13708] 


INCREASING IMpPoRTS OF OIL 


Mr. Neety. Mr. President, when Christian, the hero of John Bunyan’s match- 
less masterpiece known as Pilgrim’s Progress, set out from his hometown of 
Destruction to the Celestial City, he found himself sorely burdened with sin. 
Similarly, the present administration, in launching its campaign for 4 more years 
of control of the Federal Government, is hopelessly burdened with a record of 
unredeemed pledges, broken promises, and repudiated agreements to serve the 
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American people. To one of those important broken promises with which every 
Member of this body is more or less familiar, the attention of the Senate is invited. 

While House bill No. 1, to extend the authority of the President to enter into 
reciprocal trade agreements, was before the Senate or its Committee on Finance 
in the spring of 1955, I offered an amendment to the bill to restrict petroleum 
imports into the United States to 10 percent of the domestic petroleum demand 
for the corresponding quarter of the previous year. 

When the bill and the proposed amendments reached the floor of the Senate in 
May 1955, the bill was passed but my amendment, which was supported by 38 
Members of this body on a rising vote, was defeated, upon assurances from spokes- 
men or friends of the administration that if voluntary action by the petroleum 
industry should prove ineffectual the President would take immediate action to 
restrict imports to the 1954 level. 

It is a notorious fact that notwithstanding the solemn promises of importers 
and the administration, foreign oil which for two decades has flooded our shores 
is now at the highest tide it ever yet has reached in all the years it has devastated 
our coal, oil, and railroad industries, and pauperized hundreds of thousands of 
coal miners, oil workers, and railroad men. 

The solemn pledges of immediate and decisive action by the President were 
given in support of a substitute amendment to the bill mentioned which gave 
the President specific authority to impose and enforce limitations upon oil imports. 
That substitute amendment was accepted by the Senate and became a part of 
House bill No. 1. 

No one can read the debate on that substitute amendment particularly the 
statements of friends and spokesmen of the administration without reaching the 
conclusion that it was not merely permissive but directive. Certainly not even 
the most vigorous advocate of unlimited oil imports can or will deny that it was 
the purpose of the Congress to place drastic restraints upon this flood of 
foreign oil. 

The positive assurances that the President would act immediately to keep oil 
imports at their 1954 levels were given to the Senate by two of the most illus- 
trious Republican Members of this body, the Senator from Kansas (Mr. Carlson) 
and the Senator from Colorado (Mr. Millikin). The intelligence, patriotism, 
honesty, and integrity of these distinguished Senators are not surpassed by any 
Members of this body past or present. 

Let me quote from the remarks of the Senator from Kansas (Mr. Carlson), on 
May 3, 1955, as reported on page 5389 of the Congressional Record of that date: 

“I supported the proposal adopted by the committee because I was assured by 
those in the administration responsible for the administration of the trade- 
agreements program, that if such amendment were adopted by the committee and 
by Congress, action would immediately follow and that imports of petroleum and 
its products would be definitely restricted.” 

Elsewhere in his statement on the same subject that day, the Senator from 
Kansas said: 

“It is my judgment that we can all rely upon these assurances, and that the 
importation of petroleum and its products will forthwith be limited to a relation- 
ship to our domestic production and in an amount equal to the 1954 position.” 

Then the Senator from Kansas added these significant words: 

“There can be no doubt in my mind as to the intent of the committee, nor, 
do I believe, as to the intent of the Senate in regards to limiting the oil imports 
to the average daily imports of the year 1954, based on the report of the Presi- 
dent’s Committee on Energy Supplies and Resources Policy.” 

‘ The Prestpine OrFicer (Mr. Bible in the chair). Let there be order in the 
enate. 

The Senator from West Virginia may proceed. 

Mr. Neety. Mr. President: There is no question but that the Senator from 
Kansas (Mr. Carlson) and the Senator from Colorado (Mr. Millikin) relied 
upon strong assurances from the administration that oil imports would not 
be allowed to increase above their 1954 level. On May 2, 1955—Congressional 
Record, page 5299—the Senator from Colorado stated: 

“The President is certainly the best informed of all those interested in our 
national security. When he is informed of the possibility that imports may be 
threatening that security he, under the amendment adopted by the committee, 
would have a careful study made; and if such threat is found to exist he must 
act to limit imports to a degree removing that threat.” 

Senator Daniel then asked him: 
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“Does the Senator feel that action would be taken if over an extended period 
imports should be in excess of the ratio which existed in 1954? 

Senator Millikin replied: 

“I do; and while I do not propose to put a jinx on the processes we have 
recommended, if those processes do not work, I shall be among the first actively 
to support special measures.” 

Senator Millikin further stated: 

“The amendment which the Senator from Texas and I have been discussing 
has been accepted by the administration.” 

The Prestping Orricer. The Chair is endeavoring to cooperate with the Sena- 
tor from West Virginia. The Senator will suspend until we have absolute quiet 
in the Senate. Those who have no business with the Senate at the present 
moment will remain quiet. 

The Senator from West Virginia may proceed. 

Mr. CLEMENTS. Mr. President, will the Senator from West Virginia yield? 

Mr. NEE tyY. I yield. 

Mr. CLEMENTS. Not only is the Senator talking about a subject which is im- 
portant to many States, but I do not know of any Member of this body who 
is more qualified to speak on the subject of the damage being done to many of our 
States than the Senator from West Virginia. 

Mr. NEELY. I thank the Senator from Kentucky for those undeserved but most 
highly appreciated words. 

Mr. President, those guaranties did not come from any Senator on this side 
of the aisle; they did not come from men without authority to speak for the 
administration. The Senator from Kansas left no doubt that he had received 
his assurances directly from those in authority in the administration who had 
solemnly assured him that if the substitute amendment were adopted, oil imports 
would be restricted to their 1954 ratio to domestic production. 

That was the promise. What of the performance by this administration and 
the big oil companies, who joined in making the promise, that they would 
voluntarily restrict their importations? 

Unfortunately for the hundreds of thousands of coal miners, oilfield workers, 
and railroad employees who have been pauperized by this flood of foreign oil, 
and compelled to live on governmental doles, the promise in question long since 
became®*as useless as “winter’s withered leaves.” 

Mr. CLEMENTS. Mr. President, will the Senator yield? 

Mr. NEELY. Gladly. 

Mr. CLtements. Is it not a fact that the States of West Virginia, Kentucky, 
and Pennsylvania have had the highest unemployment percentages of all the 
States of the Union? 

Mr. NEEL. That is true now, as it has been throughout this administration. 

Mr. CLeMeENTs. Is it not true that most of the unemployment is in the areas 
which are affected by the lessening of the production in mining operations? 

Mr. Neety. That is true. 

Mr. Ciements. They are affected by the importation of ofl from foreign lands. 

Mr. Neevy. That is as true as the Gospel. Mr. President, the average daily 
oil imports in 1954 were 1,052,000 barrels, representing 16.6 percent of our 
domestic production. 

Senators should bear in mind the fact that at the time the House bill was 
passed—in May 1955—imports were far ahead of the 1954 level. At the time of 
the passage of the bill they were at the rate of 1,248,000 barrels a day, an increase 
of 20 percent over the 1954 level. 

The solemn promises given the Senate by the administration through its friends 
and supporters were not merely that the imports would be held to the then 
existing level, but that they would be cut back to the 1954 figure, which, as pre- 
viously shown, was 1,052,000 barrels a day. 

Senators please note the manner in which this promise has been redeemed. We 
have been told of the 20-percent increase in the number of barrels imported in 
1955 over the number imported in the preceding year. 

This astronomical increase augmented agony in thousands of poverty-stricken 
American homes and greatly increased the number of victims suffering from the 
devastation of imported oil. 

For the first 6 months of this year, 1956, ofl imports reached a new high level 
of 1,402,000 barrels every day, representing 19.5 percent of our domestic produc- 
tion. 

What happened in 1955 and in the first half of the current year is but the 
prologue to what the importers have planned to do during the rest of this year. 
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According to their own schedule, filed with the Texas Railroad Commission, they 
propose, in the last 6 months of 1956, to import oil not at the 1954 rate of 1,052,000 
barrels a day but at the rate of 1,531,000 barrels a day, approximately 22 percent 
of our domestic oil production. 

In 1950, I pointed out to the Senate that the oil imports had averaged 564,000 
barrels daily for the preceding 4 years. 

At that time I predicted that within a very short time the importations would 
reach the collossal total of 1 million barrels every 24 hours. Some of the press 
sharply criticized me for that statement, and charged that I was engaged in a 
wild flight of fancy. My critics said that it was utterly incredible that oil im- 
ports ever would reach such an extraordinary figure. 

But just 1 year after I made my prediction, imports rose to 844,000 barrels a 
day. In 1952 the average was 958,000 barrels a day. 

In 1953, my prophecy was more than fulfilled, as imports reached a daily aver- 
age of 1,084,000 barrels a day. 

As all Senators know, from the 1955 and 1956 figures, previously recited, the 
imports did not even momentarily pause at the devastating figure of 1,055,000 
barrels a day. 

So once more, coming events cast their ominous shadows, and I now predict, 
on my responsibility as a Senator, that if this administration succeeds itself, 
then before the end of the next 4 years the importations of foreign oil into the 
United States will be, not at the rate which they have been for the first 6 months 
or the last 6 months but at the rate of not less than 2,500,000 barrels a day. 
Mark that prediction. 

Mr. Cartson. Mr. President, will the Senator yield? 

Mr. NEELY. I gladly yield to the distinguished Senator from Kansas, who was 
one of those who heroically fought for some proper restrictions in the bill. 

Mr. CARLSON. I do not want to break into the excellent statement the Senator 
is making. It is a statement which should be made. I was one of the cosponsors 
of Resolution No. 1, which would have limited the importations of oil to 10 
percent. I think it can be very definitely stated that the Senate Finance Com- 
mittee, which considered that proposal, decided that if we could work out a 
program of voluntary reduction of imports, to keep it within the 16.6 percent of 
the 1954 domestic production, it would be much better than to tie the hands of 
the administration by enacting restrictive legislation. 

I share the views of the Senator from West Virginia. I want to commend 
him for calling this matter to the attention of the Senate. We are now importing 
oil to the extent of approximately 20 percent of domestic production. I can 
assure the Senator that when I made the statement that he was quoted, I had 
assurance then and still contend they will be carried out. There is no doubt in 
my mind as to the intent of the Senate Finance Committee, and the United States 
Senate felt that oil imports would be held to the 16.6 percent level as recom- 
mended by the Presidential Commission on Energy Supplies and Resources 
Policy. I say to the Senator I still stand on that statement. 

I wish to assure the Senator from West Virginia I have been working on this 
problem myself, because I feel I have some obligation in view of the commitment 
I made to the United States Senate and to the country. 

I hold in my hand a letter dated July 19, from Arthur S. Flemming, who, after 
all, is the Director of our Defense Mobilization, and who has charge of the pro- 
gram. In this letter he states that he is hopeful that he can secure the coopera- 
tion of the oil companies, so that it will not be necessary to write legislation that 
will be mandatory in nature. I share that hope. I could place the letter in the 
Record at this point, but if the Senator from West Virginia prefers that I not 
interfere with his remarks, I can have it placed in the Record after his remarks. 
If the Senator from West Virginia does not object, I shall read the letter. 
Mr. NEELY. I shall be glad to have the Senator proceed. 

Mr. Caritson. The letter reads: 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 


Washington, D. C., July 19, 1956. 
Hon. FraNK CARLSON, 


United States Senate, Washington, D. C. 
DeEaAR SENATOR CARLSON: I appreciated very much receiving your very thought- 

ful letter relative to the oil import situation. 
I am not sure that my last letter to the oil importers has been called to your 
attention. In case it has not, I am enclosing a copy with this communication. 
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As you will note from the letter to the oil importers, we are continuing to keep 
in close touch with this situation. 

Many of the importers have responded in a very fine manner to the suggestions 
we have made to them from time to time. 

A few importers have not followed our suggestions for individual voluntary 
action in an effort to solve what we recognize to be a very important problem. 

As I indicated in my last letter, if a few importers refuse to follow the lead of 
the great majority of importers, it will be necessary for us to institute formal 
proceedings under section 7 of the Trade Agreements Act. We would take this 
action reluctantly. 

We feel, for example, that if the Government should decide to impose quotas, 
sooner or later this would lead to either direct or indirect price controls. In 
other words, it would ultimately lead to Government regulations of the entire 
industry. We feel that this would be unfortunate. 

Nevertheless, if a few of the importers finally conclude that it is impossible 
for them to approach this matter from a long-term point of view rather than 
from the point of view of their short-term interests, we will have no other alterna- 
tive than to initiate formal action on the part of the Government. 

My first step would be to hold a public hearing. I am still hopeful that the 
reports which are now coming in from the oil importers will make such action 
unnecessary. 

I appreciate your very deep interest in this matter and want to assure you 
that if at any time you have any suggestions to make regarding the problem 
I will be more than happy to hear from you. 

Very sincerely and cordially yours, 
ArTHUR S. FLEMMING, Director. 


I call that to the attention of the Senator from West Virginia and to the Sen- 
ate for the reason that I am in full accord that if this does not result in limiting 
imports to 16.6 percent of domestic production, on which we had an agreement, 
I shall in the next session be urging legislation that will restrict imports by 
legislatice or congressional enactment. Again, in view of my commitment to 
the Senate, that if oil imports are not voluntarily limited, I will press for enact- 
ment of legislation that will limit these imports. 

Mr. Neety. The remarks of the distinguished Senator from Kansas are deeply 
appreciated, particularly the assurance that he will help to do whatever is neces- 
sary in the next session of Congress to remedy by legislation the situation of 
which we are complaining. His help is always welcome. One blast upon his 
horn is worth 1,000 men. 

It is my opinion it would be a dereliction of duty to fail to present this factual 
record of the defiance of the Congress by this administration and its injury to 
hundreds of thousands of jobless Americans for the benefit of a few titanic oil- 
importing companies. The flood of oil from the Middle East and elsewhere has 
enriched just six American oil companies and a similar number of turbaned 
princes and shahs beyond the most fanciful dreams of the narrations of the 
famous Arabian Nights. This inaction and neglect of duty by this administra- 
tion has brought desolation to scores of once-prosperous American communities, 
and privation and misery to a mighty host who have been robbed of their birth- 
right, deprived of their opportunities, and stripped of their dignity as self- 
supporting human beings. 

Figures just made public today on the earnings for the first half of this year 
by the two largest importing companies show how they have translated the 
misery of hundreds of thousands of American workers into the most stupendous 
profits of all times. Those figures show that the earnings of the Gulf Oil Corp. 
for the first 6 months of 1956 reached an astounding total of $138,072,000, as 
compared to $91,871,000 in the similar period of 1955. This established a new 
record of earnings for the first half of any year in the history of the Gulf Oil 
Corp. 

The earnings of the Standard Oil Corporation of New Jersey for the first 6 
months of this year have also just been announced. They were reported by the 
company itself at $392 million, as compared with $344 million for the like period 
of 1955. These earnings also represented a new all-time record for this company 
for any first half of any year. 

Mr. President, if any proof be needed that all this tremendous increase of 
earning power came from oil that was produced in the Middle East and elsewhere 
beyond the boundaries of the United States, all that is necessary is to look at 
the earnings as reported by our domestic oil companies for the first half of this 
year, and compare them with the same period of 1955. These reports show that 








CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 969 





earnings of the domestic companies are runninig at practically the same level as 
they did last year. 

Mr. President, the administration has callously repudiated the solemn assur- 
ances given to the Congress by its spokesmen on the floor of the Senate only 14 
months ago. As a result tens of thousands of persons in my State of West Vir- 
ginia, the other coal-producing States, and many of the oil-producing States, 
live as hungry, haunted, and pathetic creatures on an island of miserable degra- 
dation in a sea of make-believe prosperity. 

This is the factual story of a betrayal and a disappointment of the American 
people, in terms of both dollars and human suffering. 

The processes for the limitation of oil imports, as provided in the substitute 
amendments to House bill 1, have utterly and completely failed to work. The 
oilwells of Texas, Louisiana, and various other States should be producing oil 
from 20 to 25 days each month at the present time, but because of the importation 
of this foreign oil they are restricted to an average of 16 days a month. 

Mr. President, when a majority of the Senate reluctantly accepted the solemn 
assurances of the executive department in 1955, some in the administration must 
have exulted in the duplicity which had been used to defeat my amendment, which 
would have placed reasonable limitations upon oil importations. 

Let me say to those who had a part in defeating my amendment that all they 
accomplished was to obtain 2 more years of swollen profits for their oil-importing 
friends for which they will be held accountable come November of this year. 

Of course, the administration has made a shallow pretense of implementing 
the authority and direction of Congress to limit oil imports. Blazing headlines 
announced that the matter had been placed in the hands of the Director of 
Defense Mobilization. There were the usual highly publicized studies, hear- 
ings, investigations, and reports, which deceived the naive and all who were not 
informed about this matter. 

When all that shoddy window dressing had been completed, the Director almost 
apologetiecally requested the importers to keep the flood of foreign oil within 
its 1954 limits. Oil imports for 1954 were far more than could be justified by 
any sense of justice and reality; but, if that level could have been established 
as a maximum, it would have represented a step in the right direction. After 
all, Mr. President, a starving man does not reject even a crust of bread; and 
the unemployed and the distressed coal miners and operators and the distressed 
independent oil producers and the unemployed railroad men would even have 
been thankful for that much relief. But nothing like that happened. 

The importers did not pay the slightest attention to the request of the Direc- 
tor. Their answer was to increase imports in the astronomical manner which 
I have described. 

What does the administration intend to do about this defiance of its request? 
So far it has done nothing. Does it propose to do anything? It is my hope that 
the friends of the administration, such as the distinguished Senator from Kansas 
(Mr. Carlson), can at least prevail upon the State Department not to permit 
any further increases. 

Mr. President, in order not to delay the adjournment of Congress a moment 
longer than necessary, I have refrained from touching upon many other relevant 
matters which should have been mentioned and which should have been pin- 
pointed in the course of this address. 

However, let me give this solemn warning to all the importing companies con- 
cerned: Unless they mend their ways and mend them substantially, in the matter 
of flooding the entire Nation with foreign oil, unless they stop robbing hun- 
dreds of thousands of working men and women of their jobs, when the next 
session of Congress begins legislation will be introduced; and with the help 
of such patriotic Americans as the distinguished Senator from Kansas (Mr. 
Carlson) and the 36 other Members of the Senate—many of them Republicans— 
who joined in supporting my amendment last year, will be enacted, making it 
impossible for 4, 5, or 6 titanic oil companies to continue to condemn hundreds 
of thousands of honest American workers to misery and starvation. 

Mr. Carson. Mr. President, in the closing hours of this session of Congress, 
I do not wish to let this opportunity pass without again stating that I think 
the senior Senator from West Virginia (Mr. Neely) has rendered a definite 
service in calling attention to the ever-increasing importations of foreign oil. 

As I stated during the colloquy, I feel that I have some obligation to the 
United States Senate and to the country, because of a commitment I made and a 
statement that it would be the hope of this administration and the sincere hope 
of the junior Senator from Kansas that the importations of oil would be limited 
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to 16.6 percent of the domestic production of the United States. At present the 
importations represent 20 percent. As I read from the letter of the Director 
of Defense Mobilization, who, after all, is in charge of this, we are hopeful that 
we can bring down these importations with the cooperation of the oil companies, 

Again I quote from the letter from the Director of the Office of Defense Mobili- 
zation, dated July 19, 1956, and signed by Arthur S. Flemming: 

“As I indicated in my letter if a few importers refuse to follow the lead of the 
great majority of importers, it will be necessary for us to institute formal pro- 
ceedings under section 7 of the Trade Agreements Act. We would take this 
action reluctantly.” 

Mr. President, I hope it will not be necessary to take such action, but I wish to 
State to the senior Senator from West Virginia and to the Senate that if action 
is not taken, and if these importations are not held within bounds, in the next 
session of Congress I shall be cooperating with the senior Senator from West 
Virginia and other Senators in order to keep a commitment which I made to the 
United States Senate and to the country. 

Mr. O’MAHONEY. Mr. President, will the Senator yield? 

Mr. Carson. I yield. 

Mr. O’Mauoney. I should like to ask the Senator from Kansas a question. 

Like other Members of this body, including the senior Senator from West 
Virginia (Mr. Neely), I am very much interested in the extra importations of oil. 
I wonder what suggestion the Senator has for actual accomplishment in reducing 
the importations from 20 percent to 16.4 or 16.5 percent. How is it to be ac- 
complished? 

Mr. CARLSON. During the colloquy between the senior Senator from West Vir- 
ginia and myself, I read a letter dated July 19, 1956, from Arthur 8S. Flemming, 
Director of the Office of Defense Mobilization, which I do not care to read again 
at this time, because it is already in the Record. He states definitely therein 
that many of the importers have responded in a very fine manner to suggestions 
which have been made to them. I have just read a sentence from the letter, 
stating that if they do not follow through with the suggestions of the Director 
of Defense Mobilization, proceedings will be instituted under section 7 of the 
Trade Agreements Act. 

Mr. O’Manoney. In other words, there is a law which could be enforced. 
Instead of enforcing the law, the practice we are following is to ask the im- 
porters to be kind and gentle and voluntarily reduce their imports to a certain 
amount. 

Mr. Carison. The Senator from Wyoming is exactly correct. As I stated 
earlier, I was one of the cosponsors of Senate Resolution 1, which would have 
limited imports by statute to 10 percent. 

Mr. O’ManHoney. That is the only effecitve way to accomplish such an objective, 
is it not? 

Mr. Carison. I would not say it is the only effective way. I think, after all, 
by voluntary cooperation we can solve some of these problems. But if such 
cooperation is not forthcoming, I agree with the Senator. 

Mr. O’ManoNey. The point I wish to make is that the voluntary cooperation 
pattern as between an executive agency of the Government and corporations 
operating in our economy is totally foreign to the scheme of government under 
which we operate. Agreement between the executive and the corporations inter- 
ested in a particular kind of business is merely government by men and not by 
law, to use the old phrase. 

I think the time has come for the Senator to insist upon the statutory approach, 
because then we shall not be dependent upon corporations which have many in- 
terests to serve, and which, in their negotiations can urge many devious sugges- 
tions with respect to their purpose. 

I hope that in the next session of Congress the Senator will—indeed, I know 
he will—carry out the suggestion he has made, and join in a concentrated effort to 
obtain a statutory solution of this most important problem. 

Mr. CAkigson. I will say to the Senator from Wyoming that I am working on 
the problem at the present time, in the hope that we can obtain voluntary co- 
operation of the importers. My thought rushes immediately to a good Biblical 
quotation: “Oh ye of little faith.” I have faith. I think we must have faith 
that cooperation will be forthcoming, but if the importers do not cooperate, I 
assure the Senator from Wyoming that he and I will be working together on this 
problem. I have confidence in the administration of the Office of Defense Mobili- 
zation under the capable direction of Dr. Arthur Flemming, who is devoting his 
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efforts and office to hold such importations within the bounds set by the Presiden- 
tial Advisory Committee on Energy Supplies and Resources Policy. 

Mr. O’ManHoney. If they do not understand that they must cooperate, we are 
not likely to find very much cooperation. 


UNITED States SENATE, 
COMMITTEE ON INTERIOR AND INSULAR AFFAIRS. 


Mr. ARTHUR S. FLEMMING, 
Director, Office of Defense Mobilization, 
Ezecutive Office Building, Washington, D. C. 

Dear Director FLEMMING: As Senators interested in national security and 
expanding production of domestic natural resources, we have observed with 
growing concern the increasing rate of imports of petroleum from foreign sources 
with relation to domestic production. For the first 6 months of 1955, this ratio 
was substantially above that of 1954, the level recommended by the President’s 
Cabinet Committee on Energy Supplies and Resources Policy. This statement is 
based on United States Bureau of Mines statistics for the first 4 months of 1955, 
and on data collected by the American Petroleum Institute for May and June. 
Also, information supplied the Texas Railroad Commission as to future import 
programs indicates a continuing increase. 

You served as Chairman of the Cabinet Committee which found that if im- 
ports significantly were to exceed 1954 levels, “the domestic fuels situation could 
be so impaired as to endanger the orderly industrial growth which assures the 
military and civilian supplies and reserves that are necessary to the national 
defense.” Therefore, it is not an overstatement to point out that importations 
of foreign oil at the rates which have prevailed during the first half of 1955 
constitute a threat to our security. 

As you know, the 1955 extension of the Trade Agreements Act contains a new 
provision commonly referred to as the “national defense amendment’, author- 
izing the President to take such action as he deems necessary to adjust imports 
of any commodity when such imports threaten to impair the national security. 
Responsibility for initiating such action under that provision of the law rests 
with your Office. 

In adopting the national defense amendment, one of the principal factors 
considered by the Congress was the problem created by the large and increasing 
importation of foreign oil into the United States. In this connection, the Con- 
gress gave particular attention to the finding of the Cabinet Committee, that 
in the interest of national defense, oil imports should not exceed significantly the 
ratio that these imports bore to the production of domestic crude oil in 1954. 

The legislative record of the Trade Agreements Extension Act in the Senate 
Finance Committee and in the Senate itself shows that the new provision of 
the act was adopted in the light of assurances that the executive branch of the 
Government would take action under this new authority to assure that oil im- 
ports would not exceed the levels recommended by the special Cabinet Com- 
mittee. In the case of oil imports, therefore, the executive and legislative 
branches of Government are in agreement, without the need for further study, 
as to specific standards to be applied in implementing the policy contained in 
the national defense amendment. 

In view of the continuing excess of importation of foreign oil beyond the 
limits already found injurious to the national defense through a comprehensive 
study and investigation by the executive branch, and in view of the clear intent 
of the Congress in authorizing appropriate action under such conditions, we 
would greatly appreciate your informing us as to what actions are now being 
contemplated by you under the authority contained in the 1955 extension of 
the Trade Agreements Act. 

Very truly yours, 

Gordon Allott, Clinton Anderson, Frank A. Barrett, George Bender, 
Alan Bible, Homer E. Capehart, Francis Case, Dennis Chavez, 
Carl T. Curtis, Price Daniel, Everett Dirksen, Barry Goldwater, 
William B, Jenner, Robert Kerr, William Langer, Russell Long, 
Mike Mansfield, Edward Martin, Mike Monroney, Matthew Neely, 
Joseph C. O’Mahoney, Andrew F. Schoeppel, Kerr Scott, Herman 
Welker, Milton R. Young. 
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Mr. Harrison. We thank you, Senator, for your appearance and the 
information you have given the committee. 

The next witness is our colleague from West Virginia, Hon. M. G. 
Burnside. 


STATEMENT OF HON. M. G. BURNSIDE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WEST VIRGINIA 


Mr. Burnsiwor. Mr. Chairman and members of the committee, I 
thank you for giving me an opportunity to submit this statement to 
you, and I wish to congratulate all of the members of this committee 
for devoting their time to consideration of our tariff policy today. 

This is a subject of grave importance in the Fourth Congressional 
District of West Virginia, which I represent. For the past 3 months 
I have traveled through the 10 counties which comprise the Fourth 
District. I have talked with thousands of people and nearly all of 
them have in turn discussed with me or called to my attention their 
interest in the economic crisis now developing because of the im- 
portation into this country of goods and materials manufactured 
abroad. Because of its importance to the people in my district, and 
while their views are still fresh in my own mind, I want to comment 
briefly today upon some of the aspects of this situation which appear to 
be of greatest significance in West Virginia. 

I think that one of the most unusual features of this problem today is 
the inability of the Congress to respond directly to the dissatisfaction 
expressed by the public with regard to the tariff program. Many of 
the threats to workers and manufacturers in my area created by step- 
ped-up imports stem from policy decisions made by executive agencies 
outside direct congressional control. Of course, these decisions have 
been made under the broad authority delegated by the Congress to 
the Executive in the Reciprocal Trade Agreements Act. 

Without going into the question of the merits of the decisions which 
have been made by our Nation in conjunction with others in order 
to arrive at a reciprocal policy theoretically of benefit to all, I would 
like to point out that so far as citizens of this Nation are concerned 
there is created a reaction in many respects undesirable for all con- 
cerned. Those in opposition to trade concessions which have been made 
on specific items are, practically speaking, left voiceless since decisions 
are not subject to a great deal of public discussion in their formative 
stages and since the Congress, to which people normally turn with 
complaints, is powerless to interfere with the lawful exercise of 
authority properly delegated under law. The dissatisfaction is, I 
believe, resulting in a resentment and an atmosphere of distrust of 
those responsible for our foreign policy and for the execution of our 
trade program. Factory workers, men in business, and people in all 
walks of life directly or indirectly affected by our foreign trade are 
beginning to lose confidence in the executive department because they 
feel that their personal problems and the problems of the industries 
with which they are associated are not given full consideration in the 
formation of tariff policy. They feel that other factors in our foreign 
policy are taking precedence over their own problems and, of course, 
this is resented. 

One of the duties of the Congress, is I believe, to provide a forum 
for the discussion and resolution of national problems, and I would 
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strongly recommend to this committee that we consider taking action 
which will provide through the Congress a more direct airing of in- 
dividual and group views of our trade program. 

Mr. Chairman and members of the committee, I want to turn now 
to a discussion of some of the facts which have been brought to my 
attention in conversation with representatives of a number of different 
industries in my district. I have discussed tariff problems with 
people in the glass, pottery, needle-trade, textile, porcelain, coal, 
chemical, and toy marble industry. Each of these industries is today 
faced with serious competition and in each case one of the principal 
competitors is Japan. Time does not permit me to discuss all of 
the cases which have been called to my attention, so that I shall, by 
way of illustration, refer to but a few of them. 

In my district are located two of the largest factories producing 
synthetic rayon in the world. The importation into this country from 
Japan of rayon staple has spiraled since the end of World War ITI, 
re currently the entire textile industry in this country is in a decline. 
Exact figures as to the cause of this catastrophe are not available. 
Certainly some of the layoffs—and 280 at one plant in my district 
had been laid off within the last few weeks—certainly some of the 
lack of sales—certainly some of the decline in production is due to 
this competition from Japan. 

If these industries cannot operate at full capacity, a great many 
citizens from my congressional district will be left without employ- 
ment and the majority of them skilled in their trades and beyond the 
age of 40 will be in no position to find coat in other industries. 

A manufacturer of porcelain products has brought to my attention 
the fact that Japanese production has taken over a major portion 
of the international market. United States Government purchases 
from Japanese manufacturers of equipment to be used in Federal 
power projects has caused inestimable injury to American producers. 
Japan’s factories are comparable to our own; their equipment, I am 
informed, is quite similar to that employed in this country and in a 
production where labor represents some 40 percent of the total cost, 
you can see the tremendous advantage afforded to the Japanese by 
the low wage standards there. 

In the needle’s trades the havoc being caused by imports from 
Japan is mounting with each month. Retail clothing stores through- 
out this Nation today are selling imported articles of clothing, par- 
ticularly women’s clothes, at prices made possible by the ridiculously 
low wages to needle-trade workers in Japan. In my district there 
are a number of plants producing competing items. They furnish 
employment to many workens and they pay good wages. Production 
per worker is high. The plants are modern and efficient, but they 
cannot possibly produce a finished sweater or blouse at a price com- 
a to that of Japan. Only the hesitancy of the Japanese to 

ood our market risking reprisal now stands between the people who 
work in these plants in my district and their future employment. 
I, for one, am convinced that we in the Congress must add some 
protection for this beleaguered industry or see it lost entirely to our 
economy. 

An unusual problem, but one which I believe is worthy of congres- 
sional attention was mentioned to me by the owner of a hand-blown 
glass plant in my district. There is an increasing production of 
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china pottery and crystal in Japan. When this relatively new pro- 
duction is coupled with the imports in the same field which have 
for some time been coming into this country from Europe, it can be 
readily seen that our American producers of quality glassware are 
in real danger. One unfortunate trend is the duplication or imitation 
in Japan of American developed and advertised — for china 
and glassware. These Japanese imitations can then be retailed in 
this country at prices below those which can be met by American 
manufacturers. Thus Japanese imitations can be sold after American 
manufacturers have devoted a great deal of time and money to making 
a particular article popular through advertising and distribution so 
that foreign made goods can in effect steal the market created by the 
American originator of the article. Because designs must be changed 
frequently, our patent laws afford no protection to these people. I 
am very much Histurbed by this situation, and I believe that steps 
should be taken to correct it ors 

Gentlemen, it is becoming increasingly obvious that we must take 
some action to protect our American economy, particularly those indi- 
viduals and industries directly involved from unwarranted competi- 
tion from foreign countries where starvation wage rates prevail. It 
is my hope that these hearings will lead to a thorough reinvestigation 
of the entire subject during the next Congress, and I might add that 
it is certainly my intention as an individual to devote myself to the 
task of avoiding the ruination of vast areas of this Nation and its 
industries because of competition from abroad. 

Mr. Harrison. We thank you, Mr. Burnside, for your appearance 
and the information given the committee. 
i _— aa witness is our colleague from West Virginia, Hon. Robert 

. Byrd. 


STATEMENT OF HON. ROBERT C. BYRD, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WEST VIRGINIA 


Mr. Byro. Mr. Chairman and members of the Subcommittee on 
Customs, Tariffs, and Reciprocal Trade Agreements, I appreciate the 
opportunity to submit for the record my views in connection with the 
current hearings involving our customs and tariff laws and the trade 
agreements program. 

Permit me, first of all, to commend your committee for undertaking 
this tremendous task, so needful and important to our domestic econ- 
omy and to our international trade policies. As the Representative 
to Congress from West Virginia’s Sixth District, I wish to emphasize 
the importance of these hearings to the economy of my State. As a 
Member of Congress, I wish to emphasize their importance to our 
national security. 

It is my sincere hope that these hearings will crystallize the reams 
of testimony and factual data submitted in recent years to congres- 
sional and governmental bodies—to the end that the Congress can 
fully discharge its legislative responsibility by the enactment of spe- 
cific principles and objectives to control our international trade policy. 
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RESIDUAL OIL IMPORTS AND THE COAL INDUSTRY 


Although we generally regard imports as harmful because in com- 
petition with the same or similar domestic industry, it is plainly evi- 
dent by this time that the bituminous coal industry of my State has 
been dealt a serious blow by the rising imports of crude and residual 
fuel oils. In 1 year’s time, 1948, the serious inroads made into the 
coal market were felt throughout the country, and the problem has 
ever since been subjected to congressional and governmental scrutiny 
and study—but, sadly to say, with no resulting benefits to the indus- 
tries and geographical areas concerned. 

In 1950 a director of the importing Socony-Vacuum Oil Co., in 
testifying before a Senate committee, stated (8. Rept. No. 2042, 81st 
Cong., 2d sess., p. 4) : 

I do not deny that oil is in competition with coal or that fuel oil, which is being 
imported, is taking business that if it were not imported would probably be 
supplied by the coal industry. [Emphasis supplied.] 

Isn’t it a sad commentary that our great country must rely on for- 
eign fuel when the life of our proven coal resources presently extends 
over 2,000 years ? 

Residual oil in competition with coal is, mainly, the byproduct re- 
maining after crude oil has been refined. In the trade it is known as 
No. 6, No. 5, Bunker C, or black oil, and is used, principally, as a boiler 
fuel on steamships, by railroads, public utilities, and manufacturing 
facilities. It is not used as household fuel. The annual yield of 
residual resulting in the manufacture of oils has been on the decline 
in the United States, as well as abroad, because of improved refining 
processes. In the early thirties it was close to 30 percent; in 1950 it 
was around 20 percent; presently, the residual yield is approximately 
15 percent. 

he substantial portion of imports of residual oil reaches the Atlan- 
tic seaboard which, prior to 1948, was the largest consumer of bitu- 
minous coal, the product of the mining areas of West Virginia and 
adjacent parts of Virginia, Kentucky, and Tennessee. With the 
opening of new foreign oilfields, the international oil producers con- 
ceived their plan to invade the coal industry’s eastern coastal market. 

Coal consumers in New England, Middle Atlantic, and South At- 
lantic States switched from coal to residual oil after receiving at- 
tractive price offers. Before and during World War II there had not 
been substantial switchovers from coal to oil, for the very reason that 
the bituminous coal industry was able to deliver its products at favor- 
able prices. Coal, admittedly, was caught in the price and wage in- 
flationary spirals; and, so too, Was every other domestic industry. 
Waterborne transportation costs for oil, on the other hand, have not 
increased. The international oil operators seized this advantage to 
market their huge quantities of residual oil obtained in the develop- 
ment of foreign oilffelds. To facilitate their operations, since World 
War II tankers have been constructed to carry over four times as much 
oil as previously. Moreover, the Venezuelan residual oil, the bulk 
of our imports, is carried in tankers of Panamanian registry—the sea- 
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men on which, obviously, are not enjoying the wages received by 
our merchant marine. At this point it is significant to note the volume 
of our annual residual oil imports since World War II. The figures 
that follow speak for themselves: 


Residual oil imports 


Year: Million barrels | Year—Continued Million barrels 
d 1952 


1 Year Iran nationalized local industry. 


It should also be remembered that the above figures do not include 
the quantities of residual obtained from imported crude oil. The 
amount of residual obtained from crude oil imports is apparent from 
the chart, which appears later in this statement, depicting residual 
oil consumption on the east coast. 

Appeals to halt the ever-mounting imports of residual oil have been 
made since 1949 in behalf of depressed labor areas, in behalf of the 
coal industry, in behalf of our transportation industry. As herein- 
after pointed out, only gentle demurrers have answered those appeals. 
Surely, it has not become the purpose of our foreign trade policy to 
assist foreign countries or industries at the expense of depressing our 
domestic industries or segments thereof. In this connection, I beat 
the following tabulation showing employment in the bituminous coal 
mines of West Virginia from 1950 to 1956: 


Number of persons employed in West Virginia’s bituminous coal mines 
Year: Thousands | Year—Continued Thousands 


In specificating the harm to the bituminous coal industry in a single 
year, I direct your attention to the following table which shows 
the displacement of coal at 26 plants between September 1948 and 
September 1949—a loss of over 6 million tons of coal (hearings on S. 
Res. 274, 81st Cong., 2d sess., p. 36) : 


{In tons] 





Coal consump- Oil consump- 
tion, 1948-49 tion, 1948-49 


New England (19 plants) 


293, 000— 79,000 | 373, 000-1, 176, 000 
Middle Atlantic (7 plants) s 6S0, 000-363, 000 903, 000 


431, 000-2, 079, 000 
The disastrous consequence of our existing policy in the case of oil 
imports can succinctly be illustrated by ae the testimony in 1955 
on the part of a New England witness during the hearings on the bill, 
H. R. 1, before the Senate Committee on Finance. This was the bill 
to extend the President’s authority to enter into trade agreements with 
foreign countries. With reference to a proposed amendment to the 
bill to provide quota limitations on oil imports, the witness objected 
to the proposed amendment on the ground that New England relies on 
imported fuel oil for 65 percent of its needs, and the proposed 10 per- 
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cent formula would force 65 percent of the New England industries 
to convert to coal. Is it not alarming, in the face of our domestic 
proven coal and oil reserves, that this — country must be depend- 
ent in an emergency upon a foreign fuel source ? 

To obtain a clear picture of the east coast’s current dependency on 
foreign fuel oil shipments, I direct your attention to the following 
statistics which were supplied to me by the Bureau of Mines: 


Residual oil consumption by east coast 
[Million barrels] 


| | 1 
Source 1954 | 1955 1955 1956 
| (7 months) | (7 months) 


Domestic: 








Produced from domestic crude in east-coast refin- | 
ae ey ee eee | 38,858 | 35,883 | 20, 579 | 21, 261 
Received from gulf-coast refineries__......-....--- | 67,869) 51,844 | 29, 300 | 34, 592 
Received from California. _.__---. i ees Skee 1,638 | 11, 464 | 7, 468 | 182 
Imports: | | 
Produced from foreign crude in east-coast refineries | 
En shit ckknncaeeomeeohehes teniaedudetes | 41,428 | 42,824 24, 393 | 25, 861 
I ade ih sisniceeed ati abe omcaia 128,953 | 151, 875 | 90, 387 96, 035 
Stock On@MMO. ..c54-Loc0bsicsnnene Shae Nhe re nca Renee 2,559 | —1,770 | —1, 359 | —129 
Total east-coast supply..-.----------------------- 271, 305 | 292, 120 | 170, 768 177, 802 
‘Totes United States supely... ...- -...-.0----5<+-s- 522,317 | 557, 423 | 323, 930 | 322, 586 
Percent east coast of United States supply - - ---------- | 62.8 6. 7 67.5 | 68. 5 


cal | 








The above statistics show plainly that the east coast, the area for- 
merly supplied by the coal mines of my State, is currently using 68.5 
percent of our entire foreign and domestic residual-oil supplies. Fur- 
thermore, almost 70 percent of the fuel oil used on the east coast is 
derived from imports of crude and residual oil. 

Will anyone contend that the above situation is within the contem- 
plation of our foreign-trade policy? If such a situation exists in a 
single area of this great land, can it be claimed that existing statutory 
procedures are adequate to protect our domestic economy ¢ 


CHRONOLOGY OF CONTROLS ON OIL IMPORTS 


The statutory permission that has made possible the increasin 
petroleum imports is the Trade Agreements Act of 1934, under which 
the President received a tariff-reducing power to a maximum of 50 
percent of the then existing rates of duty. 

Under the first trade agreement with Veusinis in 1939, the import 
tax on fuel oil (crude petroleum, topped crude petroleum, and fuel 
oil derived from petroleum) was reduced 50 percent, the tax being 
101% cents or 514 cents per barrel, depending upon the heating grade. 
The agreement further provided that imports from all countries at 
the reduced rates could not exceed 5 percent of the total quantity of 
crude petroleum processed in refineries in the United States for the 
preceding year. If the quota limitation could be used in the 1939 oil 
agreement, there is no reason why such a restriction today should be 
regarded as repugnant to our trade policy. Moreover, oil has always 
been covered in a separate agreement, thus disproving the argument 
that it should not be the subject of special consideration. 

In 1943 the United States entered into an agreement with Mexico 
which removed the quota restriction of 5 percent in the Venezuelan 

83979—56—pt. 228 
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agreement, the tax on crude oil remaining as fixed in the Venezuelan 
agreement. The so-called escape clause was first employed in the 
Mexican agreement, under the terms of which either party could 
suspend or modify any concession if, because of unforeseen circum- 
stances, increased imports threatened serious injury to the domestic 
industry of either party. a 

It will be recalled that in 1945 the President was given additional 
authority to reduce the tariff to 50 percent of the rates in effect on 
January 1, 1945, making a total reduction in tariff of 75 percent. 

Under the new supplemental agreement with Venezuela in 1952, the 
5-percent quota limitation was eliminated and the tax was further 
reduced. It should be emphasized that at this time, 1952, imports 
were climbing; yet our existing statutory procedures were powerless 
to halt the flow. 

At this point it might also be mentioned that the escape-clause 
procedure was tested in a petition filed by the Independent Petroleum 
Association of America in February 1949; however, it was denied on 
the ground that there appeared to be “some current scaling down of 
both production and imports.” 

Although the trade agreement involving oil provided the escape- 
clause procedure from 1943, the Trade Agreements Act itself did not 
include such a provision until the extension legislation of 1951. At 
that time the President was given authority to make adjustments in 
tariff concessions upon the findings and recommendations of the United 
States Tariff Commission. The legislation of 1951 also incorporated 
the so-called peril-point amendment, for the purpose of requiring the 
Tariff Commisison to survey all commodities on which the President 
proposes to negotiate trade agreements and to specify the rates of 
duty below which, in the Commission’s judgment, injury would result 
to American business or industry. 

Lastly, in the 1955 amendment to the legislation, a new provision 
was included to provide that “whenever the Director of the Office of 
Defense Mobilization has reason to believe that any article is being 
imported into the United States in such quantities as to threaten to 
impair the national security, he shall so advise the President,” who 
shall cause an immediate investigation to be made, if he agrees. 
Thereafter, the President is required to take such action as he deems 
necessary to adjust the import duty to a level that will not threaten 
to impair the national security. 

In the case of the oil industry, it is obvious that the existing statu- 
tory controls cannot be relied upon to restrict the flow of imports. 
The facts in the industry prove beyond any doubt that it is now time 
for a firm legislative policy that will not permit administrative dis- 
cretion to determine when a commodity vital to our national security 
is being imported in quantities dangerous to our domestic economy. 
It is generally known that 7 companies in the world, 5 of which 
are American, control 90 percent of the oil reserves of the free world. 
These companies find that about 80 percent of their reserves are for- 
eign owned; 15 percent domestically owned. These companies also 
know that the costs of locating and producing a barrel of oil in the 
United States are from 3 to 10 times higher than the costs in forei 
areas. Such foreign operational advantages have determined the 
industry policies which existing legislative restrictions cannot over- 
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come. Thus far these companies have been able to exact every pos- 
sible concession in the face of continually rising imports. 


FACTS ARE CONTROLLING IN DETERMINING RESTRICTIONS ON IMPORTS 


Warnings against increasing oil shipments have continually been 
voiced. Each year has passed with 9 he rising and the conse- 
quential realization that existing procedures are wholly inadequate 
to arrest the situation. In the remarks that follow, I refer to some 
of the findings and recommendations that have been advanced, but 
which could not be implemented, for the plain reason that no clear 
legislative policy exists to control such increased shipments and their 
consequences. 

As early as October 24, 1945, the Petroleum Industry War Coun- 
cil, appointed by the Petroleum Administrator for War, made the 
following public statement (H. Rept. No. 2344, 8ist Cong., 2d sess., 
p. 48): 

* * * in the public interest of maintaining national security it should be the 
policy of this Nation to so restrict amounts of imported oil so that such quan- 
tities will not disturb or depress the producing end of the domestic petroleum 
industry, and only such amounts of oil should be imported into this country as 
is absolutely necessary to augment our domestic production when it is produced 
under conditions consonant with good conservation practices. [Emphasis 
supplied. ] 

At the request of the United States Bureau of Mines, the National 
Bituminous Coal Advisory Council made a report to the Secretary 
of the Interior on March 8, 1950, in which it stated (hearings on S. Res. 
274 before Senate Committee on Labor and Public Welfare, 81st 
Cong., 2d sess., p. 12): 

It appears that the current oil-imports program is going to result in a devel- 
opment opposite to the one declared to be its objective. The program will tend 
to weaken instead of strengthen the country’s fuel structure of the future. Its 
effects will be to depress American petroleum and coal production, and to dis- 
courage advancement in synthetic oil output. What it will do is make America 
unnecessarily dependent on foreign fuel supply and, at the same time, without 
proper safeguards in case import flow is blocked or reduced. If this is a proper 
conclusion, then the country is moving in the direction of fuel shortages, not 
a pleasant prospect for an economy that should expand, and remain powerful 
for security purposes. [Emphasis supplied.] 

In testifying before the House Committee on Small Business con- 
cerning our experience in obtaining oil from Venezuela in World War 
II, Rear Adm. Burton B. Biggs, executive secretary of the Munitions 
Board Petroleum Committee, on June 15, 1949, said (hearings on H. 
Res. 22, 81st Cong., 1st sess., pt. 1, p. 148) : 

> = * * ” +. 2 

We had one major difficulty which had nothing to do with oil production. It 
was the submarine menace on our tankers in the Atlantic, which brought about 
to some extent the building of the Big Inch, which further brought about a pipe- 
line across the Isthmus of Panama. But, as that menace was defeated, one of 
our large dependencies to supplement United States production was the Venezu- 
elan area. 

Statements such as the above prove the fallacy in permitting our 
domestic fuel supply to rank second in our foreign-trade policy. 

In May and June 1950 public attention was directed to the increas- 
ing unemployment in the coal and other industries. The Senate Com- 
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mittee on Labor and Public Welfare held hearings on the subject and 
in its report tersely concluded (S. Rept. No. 2042, 81st Cong., 2d sess.) : 

The indispensability of coil, oil, and railroad industries to our national econ- 
omy and security requires that measures be promptly taken to prevent their de- 
terioration. 

Beginning on May 25, 1949, the House Select Committee on Small 
Business held hearings over a period of 1 year in various parts of the 
country on the subject of increasing oil imports. The committee on 
June 27, 1950, issued its report, H. Rept. No. 2344, in which it made 
a number of findings and conclusions. The committee’s evaluation 
may well be found in the following quoted remarks which it com- 
mended as an “effective and equitable solution” to the problem of oil 
imports: 

In the interest of international recovery and the development of a democratic 
world, we must seek a level of imports and exports that will achieve the necessi- 
ties of foreign trade and exchange and at the same time not impose crippling 
limitations upon an industry, the vitality of which is essential to our national 
welfare and defense. 

In 1953 your committee, in reporting out H. R. 5894, the bill to 
amend the Trade Agreements Extension Act of 1951, recommended 
quota limitations on imports of both crude petroleum and residual oil. 
Unfortunately, that bill when it reached the House floor was quickly 
recommitted to the committee. In the report your committee, among 
other things, said (H. Rept. No. 777, 83d Cong., 1st sess., p. 7) : 


During the hearings held on this subject the committee received convincing 
testimony that significant increases in these imports during recent years have 
been injurious to our domestic economy and detrimental to our national security. 

On July 30, 1954, the President announced the appointment of a 
special Adviso Committee on Energy Supplies and Resources 
Policy, the members being the heads of the State, Treasury, Defense, 
Justice, Interior, Commerce, and Labor Departments under the chair- 
manship of the Director of Defense Mobilization. The President’s 
announcement empowered the chairman to appoint a special task force 
of experts in each one of the areas to be studied. The announcement 
came after repeated requests to the President for action, which were 
made by Members of Congress, including myself. The oil, natural 
gas, and coal industries were specifically mentioned for review. 

The advisory committee’s report, which was made public on Feb- 
ruary 26, 1955, recommended that petroleum imports be frozen at 
1954 levels to domestic crude oil production. In this regard, the 
committee’s report stated : 

Since World War II importation of crude oil and residual fuel oil into the 
United States has increased substantially, with the result that today these oils 
supply a significant part of the United States market for fuels. 

The committee believes that if the imports of crude and residual oils should 
exceed significantly the respective proportions that these imports of oils bore 
to the production of domestic crude oil in 1954, the domestic fuels situation could 
be so impaired as to endanger the orderly industrial growth which assures the 
military and civilian supplies and reserves that are necessary to the national 
defense. There would be an inadequate incentive for exploration and the dis- 
covery of new sources of supply. 

From the foregoing, it is manifest that there have been continual 
admonitions on the part of responsible Government officers and mem- 
bers of the public as to the necessity and urgency of reaching a prob- 
lem that now may very well be beyond reach. 
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Following the enactment on June 21, 1955, of the so-called national- 
security amendment to the Trade Agreements Extension Act, the 
Director of Defense Mobilization implemented the committee’s recom- 
mendations and announced a voluntary compliance plan for the pur- 
pose of holding down imports. The events of the past 2 years, how- 
ever, are convincing proof that the problem cannot be left to any vol- 
untary program so far as the oil industry itself is concerned. 

The latest development is the current announcement that the Office 
of Defense Mobilization will hold public hearings on oil imports, be- 
ginning October 22, 1956, pursuant to a petition on the part of the 
Independent Petroleum Association, representing 19 domestic pro- 
ducers. In the last year oil importers have been warned 4 times to 
comply with the voluntary formula which limits imports to 16.6 per- 
cent of domestic production. Present oil imports are 20 percent of 
domestic production. I also understand the voluntary formula ex- 
cludes imports from Canada and Venezuela, as well as imports into 
the west-coast area. In my opinion, the only alternative is for this 
committee to recommend legislation which will impose a quota restric- 
tion on the increasing imports of petroleum and petroleum products 
so harmful to our domestic economy. 


GLASS, POTTERY, AND CHEMICAL INDUSTRIES OF WEST VIRGINIA 


I also wish to take this occasion to call attention to the situation 

with regard to the glass, pottery, and chemical industries of West 
Virginia—all of which have been adversely affected by foreign im- 
ports. 
Taking into consideration the location, climate, soil, rivers, and 
other natural advantages, West Virginia has been referred to as the 
home of the most self-dependent people of the world. In the past, 
West Virginia has been able to point with pride to her rich natural 
resources, which have been the source of employment for so many of 
her citizens. 

Glass and pottery factories from the extreme northern part of the 
State down the Ohio Valley to Huntington utilize the large deposits 
of sand and clay and the hot flames produced by natural gas. These 
industries have likewise been affected by rising imports. In direct 
competition with the glass and pottery industries of West Virginia 
are the continually increasing imports of glass tableware, sheet glass, 
and pottery. Since 1950 the import valuation of such products, simi- 
lar to those manufactured in West Virginia, has risen as follows: 


Imports in competition with West Virginia 


[Million dollars] 
Year Glass Sheet glass Pottery 
tableware 
OOD, dnnstnntnd dd cisabebdentncbmeigretinneneeimibeeonee $3, 454 $1, 930 $4, 802 
WORE ianrccenndtnn noebtsecna atic bude Dednngiabdnatokndtateeal 4, 642 5, 320 6, 075 
RODE ona dicen dno bbcbndbdduictbhids todbucsnthlign beashaaay a 4, 709 2, 192 6, 224 
Pate had end deat tbl abeunipisiagdaibbeninaunminene 5, 535 6, 741 6, 129 


FOG sabi ni co actindutucctsossuabdsbtchidbhinostons soquddipetacdisen 5, 581 5, 933 6, 248 
WG ...... cncncaydbcenncqcsndauqnquasenandiptienedetdineqgebascihe 6, 937 15, 955 7, 632 
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Meanwhile, the number of persons employed in similar industries 
in West Virginia was 2,600 less in 1955 than in 1950. The annual 
employment record follows: 


Glass and pottery employees, West Virginia 


Year Year—Continued 
$000) i. a ead ee 26, 300 eG es ee 26, 200 
OE ited tee ere ei 29, 200 a a . 
i atari cinch ia cioes hiicesealiicte intel 26, 100 titi tate 23, 700 


West Virginia, prior to World War II, was likewise a leader in 
chemical production. In the United States the chemical industry 
from 1921 to 1939 expanded 900 percent; in West Virginia the figure 
for 1921 was about $1 million, and in 1939 it was $47 million—an 
expansion of 4,700 percent. 

The Kanawha Valley in my district has been one of the chief chemi- 
cal-producing centers of the country, with her rich deposits of salt 
brines, natural gas, oil wells, and an abundant supply of waterfalls 
from which hydroelectric power is generated. Geographically, the 
valley is well situated for low-cost and convenient facilities for ship- 
ping to America’s chemical-consuming centers. The center of this 
activity is the capital city of Charleston, which today ranks as the 
major ishoreunsien area of the State. The employment record for 
this local industry has not kept pace with the national demand for 
chemical products. Here, too, the decline can be pinpointed to surg- 
ing imports. The pattern of employment from 1950 to 1955 for the 
chemical industry of West Virginia follows: 


Chemical employees, West Virginia 


Year: Year—Continued 
WOOO. ccctiog Cs 22, 600 ee kk ek be 25, 300 
SOs ies 23, 600 NOG otal htesl ert teow 26, 000 
Ti i a ort Nr 26, 400 Sa aa Ea Re te 23, 900 


On the other hand, the annual imports of chemicals, oils, and paints 
from abroad have been as follows: 


Imports—Chemicals, oils, and paints 


Year: Millions | Year—Continued Millions 
WR ivevicticinnhinniinbatghadiod $41. 2 oy SRE es fee eee eee er $163. 9 
Sens o-terensenr enna 71.8 en 197.7 
eaves staseteeoninamia 149. 7 diets atter~stamieds 174. 5 
SI do snieniceiensin nelle igen 200. 4 PO ahrnapecihdeieeneshiiasinen ds dilgledptos 209.6 


Certainly, the increasing volume of imported products which are 
in direct competition with similar products manufactured in my State 
makes the finding inescapable that such imports have contributed sub- 
stantially to the unemployment situation in West Virginia. In this 
regard, on April 10, 1956, the United States Department of Agricul- 
ture informed the Senate Committee on Labor and Public Welfare 
that as of January 1956 a total of 215,740 persons in West Virginia 
were certified as being eligible to receive surplus commodities in that 
month (hearings on S. 2663 before Senate Committee on Labor and 


Public Welfare, 84th Cong., 2d sess., pp. 1145-1146). That number 
represents over 10 percent of the 1955 State population figure. In 
this regard, West Virginia at the beginning of this year ranked as the 
sixth neediest State in the entire country. Moreover, what is regret- 
table is that West Virginia even now still has those same rich natural 
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resources that in the past were used to advantage in benefiting her 
citizens, as well as the citizens of our great land. In my opinion, a 
trade policy that can so harm the economy of a single State is not 
within the intention of Congress. 

To me it is inconceivable that we can have a sound foreign economic 
policy until we find a means of protecting our own welfare. Increased 
imports representing lower manufacturing costs can only force a reduc- 
tion in our domestic price levels. For example, workmen in Europe 
engaged in plate-glass manufacturing average something like 50 cents 
an hour compared to the straight time hourly rate of $2.58 in West 
Virginia. I have already called your attention to the increasing 
volume of plate-glass imports. Such facts only mean that we are op- 
erating under conflicting economic policies. On the one hand, we are 
increasing our wage levels and placing direct price supports on farm 
products. At the same time we are employing a policy of tariff reduc- 
tions and permitting imports at a price level lower than our own. In- 
creased imports representing lower manufacturing costs can only force 
a reduction in our domestic price levels. Unless I am mistaken, one 
of the reasons why our sugar agreement is an effective measure is 
because it calls for exchanging goods on the basis of equity or a fair 
price for the sugar imported. 

I am not unmindful of the benefits our domestic economy is partici- 
pating in under our present international trade policies. Our coal 
industry, too, is sharing in this program. Yet, our course when im- 
ports reach a point threatening our national security or our national 
welfare should likewise be clear and effective. In such situations, I 
favor the placing of quotas on a basis flexible enough to permit suspen- 
sion if required. We are using quotas to protect our agricultural 
price-support program. Past experience in imposing quota limita- 
tions also disposes of the contention that the selective use of import 
restrictions jeopardizes our foreign-trade relations. 

In conclusion, it is my firm belief that the interests of our country 
are not served when one area of the country is dependent upon a foreign 
fuel supply while another area is unemployed as a consequence of such 
foreign supply. Should our great country with our great resources, 
and at the expense of our small-business men and our labor groups, 
become dependent upon foreign fuel supplies at the risk of being 8 
less in an emergency, for the enrichment of a handful of foreign 
manipulators who are reaping windfall profits? Being only a by- 
product of the oil refining process, is there any assurance that when 
foreign supplies are interrupted the oil producers will increase their 
runs to the stills to make up the loss of imported residual oil ? 

Under the remedy provided in the escape clause of the Trade Agree- 
ments Act, as amended, the President was able to overrule the findings 
of the Tariff Commission and refuse relief in September 1954 to the 
handmade blown glassware industry. The President’s reasoning, in 
part, follows: 


* * * T believe that the fundamental cause of the difficulties of this industry 
lies in competition offered by machine-made glassware to both imported and 
domestic handmade ware. 

* * * * * * * 


In that situation no amount of change in duty can avoid the necessity of 
domestic producers of handblown table and art glassware finding means of pre- 
paring themselves to meet the changes in industrial technique and consumer 
preferences that are inescapable in a dynamic economy such as ours. 
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The legislative record that has been made under the trade agreements 
legislation constitutes a directive to Congress to see to it that legisla- 
tion is enacted which will avoid injury to our domestic economy or 
security. 

Mr. Harrison. We thank you, Mr. Byrd, for your appearance and 
the information given the committee. 

The next witness is another gentleman from West Virginia, our col- 
league, Hon. Robert H. Mollohan. 


STATEMENT OF HON. ROBERT H. MOLLOHAN, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF WEST VIRGINIA 


Mr. Motionan. Mr. Chairman, inasmuch as representatives of coal 
producers and of the United Mine Workers of America have already 
presented to you testimony that included data on excessive imports of 
residual fuel oil threatening the economic stability of the coal industry, 
I shall omit statistical information in this statement. I shall confine 
my testimony to a brief appeal for your assistance in providing legisla- 
tive protection for the many thousands of workers in West Virginia 
whose bread and butter comes from coal and related industries and 
from other sources of income which in recent years have been seriously 
impeded by unwise tariff policies. 

t the outset, I should like to recall for the benefit of committee 
members the fact that throughout my career in the House of Repre- 
sentatives, I have vigorously supported programs designed to stimu- 
late international commerce and otherwise provide for closer coopera- 
tion amongst the freemen of the world. I subscribe to the philosophy 
that an increased amount of the trade between nations not only con- 
tributes to the mutual economic advantage of those included countries, 
but it also tends to establish a more secure bond of understanding and, 
at the same time presents each of the participants with an opportunity 
of offering a showcase of ideas to the rest of the world. 

When an American automobile appears on the streets of Baghdad or 
Bombay, of Londonderry or Luzerne, every local resident who has an 
opportunity to see this product of United States ingenuity and in- 
dustrial skill will by nature come to admire the people yonder over 
the seas who have been able to produce these extraordinary devices at 
say beam! prices. 

omehow, I have always felt that even the cargoes of West Vir- 
ginia coal which are unloaded at the docks of the United Kingdom 
and on the Continent are aglitter with stimulants to the imagination 
of the recipient nations. Everyone connected with the coal industry 
and with fuel import industries in Europe is quite cognizant of the 
fact that American scientists and engineers have created monstrous 
machines which our skilled mining technicians utilize to extract bitu- 
minous coal at the most efficient rate the world has ever known. And 
surely the European railroader who handles the foreign cargo, the 
utility worker who puts it to use under his company’s boilers, and, 
yes, every newspaper reader who learns that American coal is being 
used to provide heat and power for many of those living from the 
North Sea and the Kettegat down to the Mediterranean—surely these 
friends of ours must be impressed at the thought that the American 
coal operator and miner have been able to combine to produce all the 
coal that we at home require and at the same time have been able to ship 
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overseas at competitive rates the fuel needed to supplement domestic 


supply. 

ide, Chintponieii extension of foreign trade is good for America. It 
is good for the free world. My only qualification is that our policies 
that encourage the broadening of these two-way markets be so written 
as to safeguard the rights and opportunities of American business and 
labor. In this connection, let me call to your attention a truism that 
needs to be included in your record as automatic repudiation for mis- 
statements that aE emerge at all foreign trade hearings. 

American coal is imported by countries in Europe and elsewhere in 
the free world only when shortages develop in the consignee nations. 
The increase in coal exports that is being experienced at the present 
time is not the result of any magnanimous decision on the part of dip- 
lomatie corps abroad. 

It has been the custom, in recent months, of politicians-without- 
conscience to attempt to assume credit for initiating and/or carryin 
out the negotiations that brought about the admittance of greater coa 
tonnages into European nations over the past year or two. This ar- 
gument has been used fallaciously to demonstrate the advantages to 
United States coal that are possible under accelerated reciprocal trade 
agreements. 

European nations have traditionally provided protection for their 
coal miners and for all other workers. Only a few years ago it was 
extremely difficult for United States exporters to direct coal into a 
number of European countries even though it would have been possible 
for these cargoes to have entered their destinations at competitive 
prices. Not until it was learned that the nationalized coal industries 
of Europe would be unable to meet production schedules was the wel- 
come mat for United States coal placed at European ports. When 
the threat of critical power shortages and cold homes loomed in the dis- 
tant winter skies, then did policymakers abroad begin to provide the 
trade concessions necessary to intensify imports of American coal. 

Let me say to you at this time, Mr. Chairman, that I am highly 
gratified that our coal companies and their employees are able to an- 
swer the call of our brothers abroad. Please do not, however, take an 
stock whatsoever in the contention that the 50 million tons of bitum:- 
nous coal which we are sending overseas in 1956 is the result of a new 
benevolent attitude on the part of the diplomats who make the deci- 
sions in reference to foreign trade. 

I ask that you keep in mind this fact when you are approached by 
international oi] companies opposing the restriction oF residual oil 
imports into the United States. The failure of this administration to 
deter the shippers from flooding our fuel markets by invoking involun- 
tary restrictions is proof enough that congreessional action is neces- 
sary. Congress, in accepting the national defense amendment to the 
Trade Agreements Act, expressed very concretely its intent. Oil im- 

orts had of necessity to be held in check for the protection of United 
tates fuel industries. That was the decision of the Cabinet Com- 
mittee, of the Congress, and of the President. 

The level established by the Government as regards incoming ship- 
ments of crude oil and products has been ignored by the international 
oil crowd. Congress must delay no longer in enacting a quota on oil 
imports. Your committee can expedite such action by recommending 
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the adoption of a quota limitation immediately after the convening 
of the 85th Congress. 

The domestic coal industry is not alone in requiring protection 
against commodities produced abroad. I believe that this subcom- 
mittee can perform an extraordinary service to my State and the 
Nation as a whole if it recommends the restoration of necessary tariffs 
and quotas in defense of the many industries that stand to be weak- 
ened—perhaps to fall—under the impetus of cargo after cargo of 
goods produced in countries where wages and labor standards are 
far below those here at home. I ask that this committee have ready 
for the incoming Congress the moves necessary to protect by law 
such industries as coal, domestic oil, railroads, chemicals, textiles, 
and textile products, glassware, pottery, and agricultural products. 
The latter category has in the past enjoyed some measure of defense 
through section 22 of the Agricultural Adjustment Act, but I be- 
lieve that our farm people deserve the security that can be offered 
only under the law of the land—not at the whim of a bureaucratic 
department. 

I thank you for permitting me to enter this statement in the record. 

Mr. Harrison. We thank you for your appearance and the infor- 
mation given the committee, Mr. Mollohan. 

, a5 next witness is our colleague from Kentucky, Hon. Eugene 
Siler. 


STATEMENT OF HON. EUGENE SILER, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF KENTUCKY 


Mr. Sizer. As a Representative of the State of Kentucky and of a 
district where the mining of bituminous coal has been one of the 
ae industries for many years and where some of the counties 

ave been declared distressed areas by the Department of Labor, I 
wish to state my convictions concerning the effect of importation of 
foreign residual oil upon certain parts of our domestic economy, 
particularly in the coal-mining areas of our country. 

Since the beginning of the Korean war imports of oil and oil 
products have increased steadily from 816,000 barrels per day to an 
unprecedented scheduled total of 1,463,000 barrels per day. The 
upward trend of imports became so alarming by mid-1954 that in 
October 1954 President Eisenhower appointed a Special Cabinet Com- 
mittee on Energy Supplies and Resources Policy to study, among 
other things, the oil-import problem. At the end of 1954 oil imports 
amounted to 1,052,000 barrels per day, or approximately 16.6 percent 
of domestic production. 

The President’s Cabinet Committee issued its report in February 
1955. This report supported the findings of many previous studies 
concerning imports which seemed to be taking a disproportionate share 
of the domestic market and were threatening the national security. 

Concerning oil, the report stated that : 

If imports of crude and residual oil should exceed significantly the respective 
proportion that these imports bore to the production of domestic crude oil in 
1954, the domestic fuels situation could be so impaired as to endanger the 


orderly industrial growth which assures the military and civilian supplies and 
reserves that are necessary to the national defense. 
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The report stated that the disruptive and excessive imports of oil 
will upset the domestic fuel situation—including the coal industry. 
The Cabinet Committee recommended that : 


If in the future the imports of crude oil and residual fuel oil exceed signicantly 
the respective proportions that such imported oil bore to domestic production of 
crude oil in 1954, appropriate action should be taken. 

It so happened that Congress was conducting hearings on the oil- 
import problem when these Cabinet findings were released. In these 
hearings the oil industry in this country—notably the independent 
producers—had asked that imported oil be given a permanent 10 per- 
cent of the domestic market. 

Thus, when the Trade Agreements Act was discussed, a specific 
section (7) was added to include the so-called defense amendment. 
This amendment stated specifically : 

In order to further the policy and purpose of this section, whenever the Director 
of the Office of Defense Mobilization has reason to believe that any article is 
being imported into the United States in such quantities as to threaten to impair 
the national security, he shall so advise the President, and if the President agrees 
that there is reason for such belief, the President shall cause an immediate in- 
vestigation to be made_to determine the facts. If, on the basis of such investiga- 
tion and the report to him of the findings and recommendations made in con- 
nection herewith, the President finds the existence of such facts, he shall take 


such action as he deems necessary to adjust the imports of such article to a level 
that will not threaten to impair the national security. 


The President signed this bill on June 21, 1955, with the amendment 
providing a means to restrict excessive oil imports. The clear under- 
standing of the Congress at the time was that oil imports would be 
held to their 1954 relationship to domestic production or 16.6 per- 
cent and that the Office of Defense Mobilization would immediately 
take steps to safeguard this formula at any time oil imports would 
exceed the 16.6 percent ratio. 

During congressional discussion on the Trade Agreements Act, the 
National Petroleum Council also issued a report dealing with imports 
of oil. In this report the oil industry agreed that imports were too 
high and were harming the domestic industry and that action to cur- 
tail imports was due, if not overdue. 

Thus, there was unanimous agreement between the oil industry, the 
Cabinet, the Office of Defense Mobilization, and the Congress that 
limits had to be set on oil importation and that the limit should be 
the 1954 formula. 

After the oil-importing companies had filed their schedules of im- 
portations with the Bureau of Mines the Defense Mobilizer sent out a 
letter on August 8, 1955, in which he reminded the oil-importing com- 
panies of the provisions of the defense amendment of the Trade Agree- 
ments Act and noted that importing figures indicated that the crude 
oil and residual oil imports of some companies seemed to exceed, and 
apparently would continue to exceed, the formula recommended by the 
President’s Committee. 

On September 12, 1955, Dr. Fleming advised the oil-importing com- 
panies that his study of their importing programs revealed that their 
importations were increasing too rapidly and that more than half of 
the companies were already exceeding their ratio. He advised the 
companies, therefore, to change their policies to be more in line with 
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the ratio established and to take voluntary action to implement estab- 
lishing this ratio, otherwise the Office of Defense Mobilization would 
have to seek other means of effectuating the recommendations of the 
President’s Committee. 

This first warning did not have much of a result, hence on October 
29, 1955, a second warning was sent to the oil-importing companies 
noting that for the year 1955 oil imports were already exceeding the 
standards set by the Cabinet Committee by 116,000 barrelsa day. In- 
stead of a 16.6 percent ratio, total imports in 1955 were actually reach- 
ing 18.3 percent of domestic production. 

We have now reached a position where, during the first half of 1956 
imports will total 1,463,000 barrels per day and with schedules filed 
with the Texas Railroad Commission, such imports will rise to 1,500,- 
000 barrels a day, or almost 21 percent of expected domestic production 
during 1956 as compared with the agreed formula of 16.6 percent. 

Instead of immediately implementing the directive of the Presi- 
dent’s Committee concerning excessive imports of oil, the Office of 
Defense Mobilization on May 11, 1956, issued a new directive which 
made certain exceptions to the overall rule. The Office of Defense 
Mobilization continued to recognize the necessity of maintaining the 
1954 relationship but imports no longer to be considered as affecting 
the defense of the United States were as follows: 

(1) All crude imports to certain Western States. 

(2) Crude oil imports from Venezuela and Canada. 

. (3) Residual fuel oil imported for fueling ships and United States 
oats. 

(4) Fuel oil imported for military use. 

In general these exceptions account for over 75 percent of all im- 
ports scheduled for the year 1956. Hence any limitation to be applied 
would affect only about 375,000 barrels daily. The standard set up 
and applicable to the imports comprising 375,000 barrels daily show 
that these imports should amount to only 288,000 barrels per day. 
Hence, approximately 90,000 barrels per day were in excess of the 
ratio established. 

Accordingly the Defense Mobilizer asked for a 4-percent cut in 
imports during the third quarter of 1956. Certain companies have 
followed this voluntary curtailment so that during the third quarter 
approximately 347,000 barrels entered the United States of America. 

By the beginning of September the Office of Defense Mobilization 
again recommended that a further cut be made. Indications are that 
the 51 oil-importing companies have tried to find a workable solution 
to their import problem but that apparently the problem cannot be 
settled on a voluntary basis and that an unwarranted and disruptive 
increase in the imports of foreign oil is continuing in defiance of the 
established Government policy and in violation of the minimum 
defense standard as set forth in that policy. 

The repercussion on the domestic oil industry has been profound to 
say the least. The cutback in allowable production in various States 
is increasing the subsequent difficulties of maintaining inventories by 
domestic companies due to the excessive imports by certain companies. 
Some of these companies who have cut back their domestic production 
have simply increased their production overseas and increased their 
imports. The result of these increasing imports has been particularly 
hard, not only on the independent petroleum producers, but upon the 
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bituminous coal industries in the United States; and the representa- 
tives of these industries have complained bitterly and are asking that 
a specific quota be established on oil imports. 

hese companies have voiced their difficulties and hopes, namely 
that the major oil-importing companies would discipline themselves 
and limit their imports to a reasonable amount so as to supplement 
rather than supplant the supplies of oil in the United States. 

If the difficulties in the oil industry have been compounded by ex- 
cessive imports, the difficulties in the coal industry have become in- 
a more oppressive by this action. 

According to the latest bulletin of the National Coal Association 
issued on September 21, 1956, residual oil imports during 1956 have 
thus far amounted to 108,291,800 barrels, or a daily average of 431,400 
barrels, According to the conversion factor used by the coal industry, 
1 ton of coal equals 4.167 barrels of oil. Hence the bituminous coal 
equivalent of residual oil imported amounts to 25,990,000 tons, or a 
aoe average of 103,500 tons of coal not mined or sold in the United 

tates. 

In discussing the problem of the influence on the coal industry of 
this excessive importation of oil and residual fuel oil, the counter- 
argument is always given, namely, that there is a coal-export boom and 
that the coal industry “never had it so good.” 

The argument is that the exportation of coal will not diminish in 
the forseeable future, hence the coal industry is not in such strained 
circumstances as it claims to be. 

Certain tidewater States have been able to increase their coal pro- 
duction for exports because of their proximity to ports as well as due 
to large-scale mechanized mining. The seebbeih that I wish to stress 
is the problem of the coal industry in Kentucky, and especially in 
southeastern Kentucky and in my congressional district. The coal 
industry in this section has been hard hit since 1950. From 1950 up 
to this time it is estimated that more than 40,000 people have mi- 
grated out of my district into other States in search for employment. 

When our coal mines in Harlan, Bell, Knox, Whitley, McCreary, 
Rockcastle, Laurel, and other counties in my congressional district 
were forced to close down because they could not compete on the one 
hand against the cheap residual fuel-oil importations into our coun- 
try, and on the other hand due to the high freight differential, it was 
necessary for them to seek employment in other States. 

It is now estimated that we have a surplus labor pool of more than 
8,000 in the Corbin, Ky., area; of more than 10,000 in the Harlan- 
Middlesboro, Ky., area; and more than 4,000 in the McCreary-Wayne 
County, Ky., area. Due to the shutdown of these coal mines and the 
resultant loss of jobs of the coal miners in these counties, those that 
still own their little homes and are too old to secure employment other 
places are forced to live on less, and literally hundreds of them are 
now receiving public assistance benefits. It is mostly our young peo- 
ple who are leaving our counties and State in search for employment— 
and this is the group that we can ill afford to lose. We cannot hope 
to survive with daily exoduses of our young people. If this mi- 
gration of our young people continues, it will leave us with an area 
of old people and no hope. 

Our coal simply does not get to the market because our operators 
cannot compete with foreign residual fuel oils and at the same time be 
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penalized by a higher freight differential. Most of the former markets 
for our coal have been taken over by residual fuel oil, primarily for 
utilities, ship bunkering, the dieselization of railroads, and the in- 
creasing use of fuel oil for home heating. 

Our problems of markets and getting our coal to the markets are 
being increasingly compounded due to the excessive and disruptive 
importation of fuel oil in direct contravention of a specific law. The 
ratio established by that law was 16.6 percent of 1954 domestic pro- 
duction. This ratio is being exceeded by a few oil importing com- 
panies and our coal industry, ially the bituminous coal industry 
in southeastern Sel Seedy burdened by the domestic oil com- 
petition, is being overburdened by the competition afforded by 
foreign oil. 

Due to the possibility of the Suez Canal being closed, various com- 
mittees have been set up in Europe and the United States to supply oil 
to Western Europe from Middle Eastern sources as well as from large 
quantities of oil from the United States. This oil will be drawn from 
domestic production. In other words, the domestic oil industry 
envisions a possible expansion. What are the chances of the possible 
expansion for the coal industry to replace some of the oil which might 
have to be diverted to Europe? The experiences of the past 2 years 
show that specific efforts should be made to protect the coal industry, 
and in the event of a third world war the major reliance for fuel in. 
the United States will have to be placed upon the coal industry. 

At the moment our coal industry is being sacrificed to the mere 
expediency of unabated imports of cheap foreign residual oil and in 
the face of flagrant contravention of law, the Office of Defense Mobili- 
zation is not recommending to the President that a limitation be set 
on such imports. As the executive agency has responsibility to sa 
that such imports do or do not injure a domestic industry, then the 85t 
Congress when it convenes might have to take drastic steps to impose 
a specific quota. A quota in such an all-inclusive industry is hard to 
apply and is something that the independent oil producers wish to 
oieee. Yet, unless something specific is done, the only recourse will 
be a specific quota. 

Finally, in behalf of the coal mining industry, I wish to state that: 

(1) Two major wars in a lifetime have not been won entirely with 
coal but could not have been won without the help of coal. Hence, our 
efforts should be directed to keeping the coal industry in a healthy 
condition. 

(2) In a period of accelerated defense production, coal is the only 
sound source which is sufficiently flexible to permit rapid increase in 
production rate. 

2) jon is the only fuel source with unlimited reserves of all types 
of coal. 

(4) In many sections coal is the lowest cost fuel of any of the major 
energy sources. 

(5) Without coal the country’s steel production would be practical- 
ly eliminated in any type of war emergency. 

(6) An ever-increasing list of chemical derivatives obtained from 
oe will be even more important in time of war or accelerated defense 
effort. 

My conviction is therefore that a healthy coal industry is vitally 
essential to the future of our Nation and that such a condition cannot 
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obtain when excessive oil imports cut deeply into the markets of the 
coal industry, as at present, and while causing untold hardship in the 
coal-producing areas. Coal miners cannot subsist on the hope of to- 
morrow. Their needs for today are the same as yours and mine. There 
is nothing so dismal and discouraging and depressing as the sight of 
an average American worker, who served his country in time of war, 
out looking for a job because he has been displaced by a worker from 
Venezuela in the flourishing oil industry of that country. It is high 
time for us to think of our own DP’s, displaced persons of our own 
country, who are out looking for jobs because we have been more con- 
cerned with foreign breadwinners than American breadwinners. Let’s 
now carry the ball a while for America. 

Mr. Harrison. Thank you for your appearance and the information 
presented, Mr. Siler. 

The next witness is our colleague from West Virginia, Hon. Harley 
O. Staggers. 


STATEMENT OF HON. HARLEY 0. STAGGERS, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF WEST VIRGINIA 


Mr. Sracoers. Mr. Chairman, let me thank you for permitting me 
to submit this statement and for the devotion of the members of this 
subcommittee to a subject which has long needed an investigation of 
this type. 

In my opinion, the Congress in recent “hae has relinquished entirely 
too much of its power over international commerce. The beneficiaries 
of this surrender have been members of the State Department who, in 
my estimation, are not sufficiently aware of the Nation’s economic prob- 
lems to administer properly the forei oe of this country. 

The State Department is, understandably, primarily concerned with 
America’s relationships with foreign powers. In its enthusiastic de- 
termination to bring about better understanding and greater coopera- 
tion with other free nations of the world, the Department is inclined 
to overlook the impact of some of its decisions upon the domestic econ- 


omy. 

Tn negotiating trade agreements, it has become customary to be 
overgenerous toward foreign governments at the expense of our own 
people. The citizens of West Virginia are only too cognizant of the 
necessity for strengthening the bonds of friendship with our neighbors 
throughout the globe. Many of our men and boys have offered the 
supreme sacrifice in the case of this philosophy. ‘The contributions of 
our taxpayers toward the foreign aid program have been made with- 
out protest except in those instances of obvious waste and inefficiency. 
We all realize, however, that without sufficient incomes to sustain our 
own families it is not possible for our people to continue to accept this 
burden ; without steady employment, we ourselves cannot survive, and 
thus we would be deprived of any opportunity for the continued partic- 
ipation in the universal programs which this Government has set out 
to effect in the cause of world peace and prosperity. 

Under the circumstances, since foreign trade policies have unques- 
tionably been directly responsible for economic hardships through- 
out numerous segments of our population, it is mandatory that Con- 
gress reappraise its foreign trade program. Where imported products 
seriously interfere with the disposal of American-made goods in Amer- 
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ican markets, protective remedies must be supplied by the Congress 
either in the form of more reasonable tariffs or quota limitations. It 
is my hope that this committee will make such recommendations to the 
Congress. I do not believe that these objectives can be realized until 
the Fasano itself reassumes the obligations in this field as dictated by 
the Constitution. 

It has been my privilege on numerous occasions to appear before 
the House Ways and Means Committee in behalf of West Virginia’s 
coal miners, railroaders, and other businessmen and members of the 
laboring force who have suffered as a consequence of inequitable 
trade laws. I have from time to time offered undisputed evidence 
of the loss of thousands of jobs in the Second Congressional District 
of West Virginia—a loss brought about because the goods produced in 
our State were refused markets due to the availability of commodities 
coming in from countries where labor rates are extremely low and 
standards of living far below that established in the United States. 

One of the most pronounced instances of an importation inimical 
to the best interests of the Nation’s economy and security can be found 
in the tables portraying the amount of foreign residual oil that has 
entered east coast fuel markets in the past 7 years. When this alien 

roduct deprived American miners of more than $42 million in wages 
in 1949, and at the same time took almost $25 million from the pay 
envelopes of American railroaders, Congress set up investigating 
committees in both Houses to find ways of correcting this serious situ- 
ation. Although international oil companies at that time gave assur- 
ances that they had no intention of permitting the volume to reach 
such a height as to interfere with the economy of this Nation, the tor- 
rents of this product of foreign refineries have continued to sweep into 
our markets at progressively greater rates. Last year a new record 
was established, but it is obviously going to fall by the coming De- 
cember 31 despite an amendment to the Trade Agreement Act de- 
manding cutbacks to considerably lower levels. Under this amend- 
ment the control of imported residual oil was to have been left in the 
hands of the shippers, but with the Office of Defense Mobilization to 
have taken remedial steps in the event of violation. Obviously, this 
mandate has not been respected by the international oil group. Volun- 
tary holdbacks can no longer be considered the answer to excessive oil 
imports. It is the responsibility of Congress to enact legislation pro- 
viding for a quota limitation on the imports of this fuel. I ask that 
this subcommittee so recommend. 

Other industries which must be protected through the medium of 
imports or adjusted tariff rates include pottery, glassware, and wear- 
ing apparel, such as socks, shirts, pajamas, and sweaters. While West 
Virginia cannot be considered a leading producer of these items, I 
nevertheless remind you that the plants manufacturing goods of this 
type provide substantial employment in my district. The livelihoods 
of so many of our families have in the past been taken away through 
the invasion of cheap foreign products that we believe it is past time 
for the United States Government to supply the safeguards against 
unfair international competition that is required for our pursuit of 
happiness and security. 

Mr. Chairman, you and your colleagues on this subcommittee will 
win the everlasting gratitude of the people in the Second Congres- 
sional District of West Virginia if you initiate the program essential 
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for the protection of our workingmen. With the proper recommenda- 
tion from this committee, Congress can begin in early January 1957 
to formulate the kind of trade policies that have been needed for a 
long time. 

In conclusion, let me repeat that we West Virginians are eager to 
help the impoverished nations of the world to recover their dignity 
and become self-sufficient again. We believe in assisting our brother 
wherever possible. We do not believe that it is morally justifiable 
for our Government to remove American workers from their jobs in 
order to promote the sales of foreign commodities in the markets of 
this country. When our people are unemployed, what opportunities 
do they have to participate in cooperative programs for the relief of 
other peoples? When unfair foreign competition takes away Ameri- 
can jobs, it removes not only the capacity necessary to provide the 
necessities of life for American families, but it also deletes the poten- 
tial by which those in other nations could otherwise be assisted. 

We ask that you take these matters into consideration before report- 
ing your views to the full Ways and Means Committee. 

Mr. Harrison. We thank you for your testimony, Mr. Staggers. 


The next witness is our colleague from Pennsylvania, Hon. James 
E. Van Zandt. 


STATEMENT OF HON. JAMES E. VAN ZANDT, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Van Zanpr. Mr. Chairman, in the past 6 years I have addressed 
Congress on numerous occasions with respect to the need for a quota 
limitation on foreign residual oil entering the United States. I have 
also made a number of appearances before the Committee on Ways 
and Means urging the enactment of such legislation. My testimony 
has contained detailed evidence of the serious effects of imported 
residual oil on America’s coal and railroad industries and on general 
business and social activities in affected areas. The information also 
portrays an unqualified picture of great danger to the Nation’s security 
as well as to the general economy. 

Rather than burden the committee with extensive statistics and 
tables, I shall this time include in my statement only limited data. At 
the same time, I should like to offer to the chairman and members of 
the committee whatever other material they feel may be required in 
substantiation of my testimony. 

In 1946 a total of 4414 million barrels of residual oil entered the 
fuel markets of this country from refineries abroad. By 1949 that 
figure was 75 million barrels, or the equivalent of 18 million tons of 
bituminous coal. As a consequence of this raid upon domestic mar- 
kets, the bituminous coal industry suffered a revenue loss of $88 mil- 
lion—approximately one-half of which would have gone into the pay 
envelopes of coal miners—in 1949. The freight revenue loss sustained 
by coal-carrying railroads amounted to $45 million, $23 million of 
which would have been used to pay the wages of our railroad workers. 

When Congress became cognizant of this situation, a series of hear- 
ings were held in the Senate as well as in the House. These hearings 
were held with a view toward the imposition of a definite limitation 
on the amount of foreign residual oil admissible to our shores. 

83979—56—pt. 2——29 
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Before Congress was able to take any action along these lines, the 
outbreak of hostilities in Korea increased demand for all fuels, and 
the coal industry along with the domestic oil companies set about to 
supply all requirements. While these industries and responsible Gov- 
ernment officials were turning their attention to the Far East and 
to our boys involved in the conflict on the embattled peninsula, world 
oil shippers took advantage of the opportunity and in 1950 raised 
residual oil import schedules by about 75 percent over those of the 
preceding year. When the total was added up, we discovered that 
120 million barrels of residual oil had been poured into our markets 
without consideration for the serious consequences that it was bringing 
to America’s coal, oil, railroad, and related industries. 

Since that time there have been repeated efforts on the part of 
Members of Congress from both the Republican and Democratic 
Parties to hold the line against this continued economic aggression, 
but their efforts have been to little avail. 

I have told the Ways and Means Committee on several occasions 
that to permit excessive amounts of foreign residual oil to enter mar- 
kets traditionally served by domestic industry is to endanger the 
Nation’s defense structure. I have insisted that the United States 
should never rely upon an unstable supply of fuel. I have demanded 
that our coal industry be given an opportunity to remain in a vigorous 
condition so that it will have ample capacity to accelerate to whatever 
extent is needed in times of emergency. I have in the past complained 
to the Committee on Ways and Means because hoppers and gondolas 
were rusting away on sidings through lack of coal outlets while giant 
ocean tankers carried unemployment and destitution to our coal and 
railroad centers. We have already experienced the grave aspects that 
come about when such warnings are ignored. An upturn in coal pro- 
duction last year was accompanied by a shortage of coal-carrying 
railroad cars; while efforts are being made to provide an increasing 
amount of rolling stock for the transportation of this important com- 
modity, we are nonetheless still confronted with the shortage—a 
deficit that looms more pronounced on the horizon as skies darken 
over the Suez region. 

Various committees are meeting almost daily in Washington to 
determine what is to be done if the Suez Canal should be closed. As 
the season of adverse weather sets in, there is a possibility that the new 
pilots bringing tankers through the 103-mile stretch from Suez to 
Port Said will have increasing difficulty negotiating the narrow pas- 
sage—whether or not the user nations are able to neutralize the diplo- 
matic confusion that now persists. In the event of a tieup in the 
canal—or if it should be closed entirely—the job of bringing oil out 
of the rich fields of the Middle East into the fuel-hungry markets of 
Europe will require more time and more ships. One of the proposals 
to meet the crisis that may lie ahead for Europe is a step-up in the 
shipping of coal from the United States to the Continent. Obviously, 
had there been a legislative check placed on oil imports in 1950 or 
thereabouts—as there should have been—our railroad industry would 
today have far greater coal-carrying capacity. 

Those are the international aspects of the failure of Congress to 
act against the rising tide of foreign residual oil that persistently 
eroded the strength of our domestic fuel industries. For our own 
security, the problem must be settled once and for all. Mine capacity 
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needs to be kept strong and transportation facilities must never be 
neglected so long as world tension threatens the Western Hemisphere. 

Although the decline in coal production abated in the fall of 1954, 
and a moderate rise in output has been experienced in the intervening 
yeriod, the need for a legislative restriction of residual oil imports 
ex never diminished. The Cabinet Committee on Energy Supplies 
and Resources Policy recommended a definite limit on the incoming 
shipments, and that level was accepted by the House and Senate in 
the first session of the 84th Congress when a national-defense amend- 
ment was injected into the bill extending the Reciprocal Trade Agree- 
ments Act. Despite these official pronouncements, however, interna- 
tional oil companies have continued to reject the stipulations of the 
United States Government. Last year a total of 150 million barrels 
of residual oil—the all-time record—were imported into this country. 
Unless unforeseen demands elsewhere for this particular fuel cause 
shipping schedules for the last quarter of 1956 to be diverted from 
the east coast, the total for the 12 months ending next December 31 
will be even greater than it was in 1955. 

Under the circumstances, the honorable members of this subcom- 
mittee recognize the urgent need for a legislative quota on residual 
oil imports. It is essential to maximum security standards. It is 
equally essential to the economic security of the people of our coal 
mining and railroad shipping districts. 

Mr. Chairman, before closing I should like to point out to you that 
employment in our coal mines at the present time is relatively high as 
compared with conditions of just a few short years or even months 
ago. Many of the miners still unemployed would be working today 
if it were not for the inequitable competition brought about by 
residual oil from foreign refineries. But even among those who are 
fortunate enough to be drawing regular paychecks at the present time, 
there is no feeling of permanent security. Much of western Pennsy]- 
vania’s coal production moves northward to the Great Lakes area. As 
you know, even as your committee sits in session today, a host of 
workers is in the process of dredging a channel in the St. Lawrence 
River that will admit oceangoing vessels to a number of our lake ports. 
Elsewhere there is more dredging, and docking facilities are being 
improved and enlarged so that ships from foreign countries will be 
able to traverse waters and enter lake cities that heretofore had never 
seen a foreign-flag vessel of any consequence. 

Unless some restriction is placed on the amount of residual oil 
admissible to our country, what is to stop the international consortium 
from bringing foreign fuel right into Buffalo and Cleveland and 
other cities where coal is the traditional power behind electric power 
and the source of heat and energy for other large industries? 

The people in my district—the coal miners, the railroad workers, 
merchants, and other small-business men; yes, the mothers who have 
families to feed—recognize the dangerous potential of the St. Law- 
rence seaway to their source of livelihood. The United States Treas- 
ury provided the funds necessary for the St. Lawrence Corporation 
to carry out the seaway project. It is being asked to provide con- 
tinued assistance to Great Lakes cities desirous of providing a gate- 
way for ocean shipping. Is it not incumbent upon the Congress of 
the United States to provide—in the same manner—equal opportu- 
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nities for those of us who do not expect to share in the business activity 
to be engendered by the opening of the seaway ? ; 

Our people have suffered sufficiently because shortsighted Govern- 
ment policies have fostered unfair competition in east coast fuel 
markets. They do not wish to be subjected to further inhumane treat- 
ment as a consequence of Uncle Sam’s generosity to those who expect 
to profit by the seaway. We ask that you provide for our people the 
sense of security that can come to us only when we know that oppor- 
tunities for employment will not be taken away. 

I thank the subcommittee for permitting me to enter this statement 
into the record, and I trust that your recommendation to the full 
committee will lend the impetus needed for the realization of a law 
restricting residual oil imports. I hope that this legislation will be 
enacted as soon as possible after the convening of the 85th Congress. 

Mr. Harrison. Thank you, Mr. Van Zandt. I understand three 
additional witnesses desire to appear in behalf of the coal industry. 
1 understand they prefer to give their testimony before lunch and that 
they can finish in 45 minutes. Is that correct ? 

With that understanding, we will go forward. 

The first is Mr. George A. Lamb, who appears for the National Coal 
Association. 


We are very happy to have you, Mr. Lamb, and you may proceed in 
your own way. 


STATEMENT OF GEORGE A. LAMB, MANAGER OF BUSINESS SURVEYS, 
PITTSBURGH CONSOLIDATION COAL CO., PITTSBURGH, PA., AP- 
PEARING FOR THE NATIONAL COAL ASSOCIATION, REPRESENT- 
ING THE BITUMINOUS COAL INDUSTRY 


Mr. Lams. Thank you, Mr. Chairman. I have intentionally pre- 
pared a brief statement, to save time, and I can read this in a few 
minutes if you wish. 

Mr. Harrison. Allright. You may proceed. 

Mr. Lams. My name is George A. Lamb. I am manager of busi- 
ness surveys for the Pittsburgh Consolidation Coal Co., Pittsburgh, 
Pa. I appear here for the National Coal Association representing 
the bituminous coal industry. 

The volume increase in residual imports starting with 1949, and its 
damaging effects on the domestic coal, oil, and transportation indus- 
tries, has been previously presented on a number of occasions, to 
develop a detailed record for congressional consideration. Early last 
year, it was the subject before the Ways and Means Committee duri 
its hearing on the Trade Agreements Act. Because of this, I wil 
make but a brief reference to the historical aspects. 

The critical problem of residual-oil imports started late in 1948 
when an excess in the supply of this fuel appeared in the world market. 
Foreign refineries increased the output of residual as they expanded 
capacity while, at the same time, the residual market demand had 
shown signs of decline. As a consequence, residual prices were sharp- 
ly reduced to develop new sales outlets. This action was particularly 
successful eat coal users located along the Atlantic seaboard. The 
price of residual in New York Harbor, which averaged $3 per barrel 
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in 1948, was quoted as low as $1.50, equivalent to coal delivered at 
slightly over $6 per ton, by the early summer of 1949. 

idual is a heavy fuel oil that can be used under boilers like coal. 
Many eastern fuel users have mutiple-burning equipment that can use 
coal and residual and sometimes gas, and can switch from one fuel to 
another upon short notice. The cut-price application captured these 
users in whole or in part. Moreover, for other users, like the smaller 
industrial plants, the residual prices were attractive enough to prompt 


the installation of new oil furnaces and the scrapping of their coal 
equipment. 


United States imports of residual fuel oil 


Million Million 

Year: barrels | Year—Continued barrels 
VO hi icin diene abate 45 ST is icin casts nnssqeipendiniied euciiaiias 119 
Se ike Caine one eeieinee 54 SS ee eee eS 128 
alsa ee ee a 53 Fin scrisnsel hs ccosisksaads th oucticenanglaiehaiansaaal 132 
pL PPE Ry eT es 7D ee ee 129 
Sasa ee he. Seas. 120 Bpeeebdt 34. SS ee eae 152 


Source: U. 8. Bureau of Mines. 


Between 1949 and 1954 residual prices fluctuated widely, dropping to 
gain new markets when excess residual supplies were in evidence, and 
returning to a near parity with coal after additional sales were devel- 
oped. One exception was in 1951 when residual prices advanced rela- 
tively high because of pressures of the Korean war but they were 
reduced substantially in the summer of 1952 when a surplus in residual 
again developed. 

Residual imports between 1949 and 1954 supplies 20 percent of the 
total United States residual consumption. They averaged about 30 
million tons annually in coal equivalent. Their impact on the coal 
market, however, has been much more severe than their volume indi- 
cates. First, the sales of residual imports have been concentrated on 
the east coast. Second, these imports have been pushed into this par- 
ticular market area that had been adequately supplied with fuel. 
Thus, all residual prices had to follow the import quotations and, fur- 
thermore, coal was not only displaced but also its prices were depressed 
generally. The latter came about because large fuel consumers, re- 
maining on coal, at least to some degree asked for price concessions in 
view of the reduced quotations on residual. A reduction in the mine 
prices to seaboard consumers resulted in reductions at inland points 
until the whole coal price structure generally reflected the cut-rate price 
on residual. 

Since the end of 1954, changes have taken place in the world fuel 
market that have caused residual prices to advance. European and 
other foreign countries are needing to import more and more fuel as 
their economies rise to record levels. Western Europe, for example, 
has reached its peak in coal production and, with only small resources 
of oil and gas, has to reach to distant sources for large volumes of fuel. 
Heavy tonnages of coal primarily for metallurgical purposes have 
been shipped from the United States to Europe in the last year. More- 
over, Europe is getting fuel oil for heat and steam uses in a rapidly 
increasing volume from the Middle East and Latin America. I) the 
meantime, the demand for fuel has been strong in the United States. 
The circumstances have led to price increases on residual that have 
put the consumer cost of this fuel oil above that of coal comparatively, 
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the current price in New York Harbor being $2.80 per barrel. It has 
caused residual to lose sales to coal among the larger industrial buyers, 
but at the same time residual has been able to increase its sales in mar- 
kets where coal is little or noncompetitive. Imports of residual oil 
imports continue to increase. 

he present price relationship between coal and residual oil cur- 
rently removes some of the disturbing features of residual imports in 
the fuel market. In the Atlantic coast area, it is estimated that the 
delivered price on coal to a majority of the larger steam plants ranges 
between $9.50 and $11 per ton, i. e., 35 to 40 cents per million B. t. u.’s, 
compared to 43 to 45 cents per million B. t. u.’s on residual oil. How- 
ever, this must be considered as a temporary situation in view of the 
substantial price reductions made on residual in past years when a 
surplus of residual appeared in the world market and a good part of 
this foreign surplus was dumped into the United States. A cut of as 
much as 20 cents per million B. t. u.’s has taken place in the price of 
residual in the matter of months. 

In brief, then the coal and related industries want protection against 
excessive residual imports promoted to dispose of an oversupply which 
generally is caused by mistakes of foreign refiners in whotaling their 
output. It has no objection to residual imported to supplement do- 
mestic output for uses that cannot be satisfied economically by coal 
or other domestic fuels that may be supplied. To protect against these 
excessive foreign residual, it is believed that a quota can be established 
on imports that (a) will discourage periodic residual overproduc- 
tion in foreign refineries; and (0d) Shi twowias a reasonable volume 


of imports to augment domestic output to assure an adequate domestic 


residual supply. Action so far in this connection has been confined 
to a voluntary approach. 

In February 1955, a voluntary quota was established_on imported 
residual through the recommendations of the Cabinet Committee on 
Energy Supplies and Resources Policy. This quota was that the 
residual imports in volume should not exceed significantly 5.58 per- 
cent of domestic crude production, a relationship that prevailed in 
1954. Subsequently, imported residual for military and bunker uses 
was excluded from the formula so that the quota applicable to re- 
maining uses became 4.26 percent of the 1954 domestic crude output. 
In 1955, imported residual actually was 4.69 percent of the crude 
output, 0.43 percent above the standard, an addition held necessary 
because of extra cold weather, stock buildups, and for other reasons. 
The result was that the 1955 residual imports reached an all-time 
record but proved less disturbing to the American fuel market than 
on many previous occasions because there were ready purchasers at a 
comparatively high price, the latter reflecting the strong foreign 
demand. 

In effect, the voluntary quota on residual imports has not been 
fully tested because of market conditions. The steady and heavy 
world demand for residual has kept pace with the world output of 
residual since the quota became effective. Troublesome excesses in 
supply have been absent. On the other hand, it is felt that the volun- 
tary quota would not have been followed had there been excesses in 
residual and, for that reason, the coal industry believes that legisla- 
tion fixing a quota is its only safeguard. Indicative of this is the 
attempts to invoke voluntary quota application for crude oil imports. 
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The Reciprocal Trade Agreements Act, as extended in 1955, author- 
izes the President to restrict imports at his discretion upon a showing 
by the Office of Defense Mobilization that they endanger national 
security. This measure protects against excessive residual imports 
although it appears highly limited in its application. Residual im- 
ports originating in Venezuela and other Latin American countries 
have been considered upon the same basis as our States when security 
questions arise. Furthermore, should security endangerment be estab- 
lished even in view of the relationship with Latin America, the remedy 
might not be offered until after the damage caused by excessive im- 
ports has taken place. Coal wants a limitation on residual imports 
that will avoid damage rather than one prescribed in relation to some- 
thing that has already happened. 

A reasonable and effective quota on residual imports will benefit 
the United States, and, in addition, the countries that originate the 
oil. The domestic fuel market will be free of costly disturbances. 
Latin American countries will have a standard in the quota which 
will discourage supply excesses or, stated otherwise, which will en- 
able them to schedule their output more accurately to stay near market 
demand. In turn, price cutting will disappear with supply excesses 
and a greater dollar return will be realized by the foreign refiners. 

Mr. Harrison. Thank you, Mr. Lamb. Does your statement fully 
develop your problem ? 

Mr. Lams. I might explain how this has occurred in the past. In 
1949, a year of business recession generally, even in foreign countries, 
we had our first big increase in the importation of foreign residual 
oil. In 1949 the coal market had dropped 25 percent as compared 
to 1948. The United States market for residual in 1948 had amounted 
to approximately 500 million barrels. Through the dumping of the 
excess world supply into the United States in 1949, the residual market 
stayed near 500 million barrels. New sales outlets were developed 
through the medium of dumping the residual at greatly reduced prices. 
The price of residual in New York was near $3 a barrel in 1948, and 
was down to near $1 a barrel during certain periods in 1949. The 
excess residual oil among the foreign refineries was pushed in the 
United States. Taking everything into consideration, the disposition 
of that small surplus cost American industry some $400 million. 

We believe some measures should be taken to avoid that sort of 
thing. We believe the remedy is a quota on residual imports enacted 
by Congress. 

Mr. E. Martin. Mr. Lamb, you have asserted that the residual fuel 
oil was dumped in New York. Have you any evidence it was sold 
for export to the United States at less than the price prevailing in 
the foreign country of export? 

Mr. Lamp. Most of the oil came from the Netherlands West Indies, 
and some was produced in Venezuela, I do not know what production 
cost was in Venezuela. 

Mr. E. Martrn. I am not talking about the cost of production. Was 
it sold for home consumption in those islands ? 

Mr. Lamp. No. 

Mr. E. Martin. Was it exported to other countries ? 

Mr. Lamp. Yes. 

Mr. E. Martrn. Was it exported to other countries at a higher price 
than it was sold for export to the United States ? 
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Mr. Lams. That, I do not know. 

Mr. E. Martty. When you use the word “dumping” it is not with 
the same definition used by General Royall ? 

Mr. Lamps. I think I would have a different definition. I am re- 
ferring to a greatly reduced price in markets that are not ordinarily 
served by foreign fuel, just to dispose of the temporary surplus. 

Mr. E. Martin. You say that coal at the present time has a price 
advantage on the eastern seaboard ? 

Mr. Lamps. Yes. 

Mr. E. Marry. You say that is temporary. How long has that 
price advantage existed ? 

Mr. Lams. It started about the middle of last year. 

Mr. E. Martin. 1955 or 1954? 

Mr. Lamp. 1955. In 1954, beginning of .1955 there was a small 
price increase and there was a series of increases through 1955 and one 
in 1956. The price, as I remember, started out at about $2.20 a barrel 
or $2.25 in the early part of 1955, which is near parity with coal and 
presently the price advanced to $2.80 a barrel in New York Harbor. 

Mr. E. Martin. It is considerably above coal ? 

Mr. Lamp. Yes; it is. 

Mr. E. Martin. You are sure it is temporary though it has been over 
a year in existence ? 

Mr. Lamp. Yes. Based on past experiences we know if they get a 
surplus in the world market and that has to be disposed of on the old 
basis, the price could drop sharply in a short time. 

Mr. E. Marrin. The voluntary quota instigated by ODM, I believe, 
is based entirely on the crude oil runs in the United States. 

Mr. Lams. Crude oil productions. 

Mr. E. Marrin. That quota applies to residual fuel oil? 

Mr. Lamp. Yes. 

Mr. E. Marttn. Irrespective of the trend of production of coal in 
the United States? 

Mr. Lame. Yes. 

Mr. E. Martin. Or prices or any facet of the economy ? 

Mr. Lame. That is right. 

Mr. E. Martin. Does that suggest that the ODM considers residual 
as not competitive with coal when they put it under a quota entirely 
unrelated to coal ? 

Mr. Lampe. No; I think they had under consideration at one time 
trying to relate it to the total fuel market because it is somewhat diffi- 
cult because the best comparison is the B. t. u. basis or something like 
that. They were unable to reach a satisfactory base. As I under- 
stand, the best base they could use was the percentage of the crude-oil 
production. 

Mr. E. Martin. That is purely a fortuitous affair? Is there any 
logic of relating the residual imports to crude production ? 

Mr. Lame. It is pretty distant. There had been a rather steady 
relationship in past years, but I agree with you there is some distance 
between crude-oil production and residual use. 

Mr. Harrison. Mr. Morrison. 

Mr. Morrison. What has been the history of prices of this residual 
fuel oil over a longer period ? 

Mr. Lamp. I have a list of prices, sir, going back to about 1948, I 
believe. If you would like me to submit those, I have them by months. 
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Mr. Morrtson. I had reference to a longer period still. 

Mr. Lams. Back before that. Before 1949 and for many years be- 
fore then, residual was never much of a problem as far as coal was 
concerned. Imports were a minor factor. Production of United 
States refineries was pretty well adjusted to United States demand and 
there was not much invasion of the coal market. 

Mr. Morrison. If I remember rightly, my fuel bill was a lot lower— 
I used oil—before the war than it is now. 

Mr. Lame. Yes. Are you referring, sir, to house-heating oil? 

Mr. Morrison. Yes. 

Mr. Lams. This is the very heavy oil, No. 6 oil, that is used just 
under large boilers, like in utility plants and so on. No. 2 oil, the 
light oil, I don’t have the price on those. 

“Mr. Morrison. I knew you were not referring to that kind of oil, 
but has the price history of the oil that you are speaking about been 
the same as these household-fuel oils? 

Mr. Lams. No; because during this period after 1949, except for a 
year during the Korean war, I believe your household oils went up, 

tended to go up, as the price of residual tends to go down or stay at 
relatively low levels. 

Mr. Morrison. Do you know how the present price compares with 
the prewar price of residual ? 

Mr. Lamps. The present price would be higher. I don’t have—be- 
fore World War I1—I don’t have the price here. I would be glad to 
submit for you, say, from 1930 to date or something like that. 

Mr. Morrtson. W hat has been the history of coal prices 

Mr. Lams. Coal prices since 1948 have not changed hardly at all. 
They went down for a period due to the severe competition of residual 
fuel oil in 1949 and again in early 1950 and today they are about the 

same as they were in 1948. If you go back before World War IT, 
coal prices are higher today than they were then. 

Mr. Morrison. By more or less than the rise in the general price 
index; do you know? 

Mr. Lams. No, I don’t, offhand. I imagine it would be pretty 
much the same. I would be glad to submit that, too, if you would like 
to have it, sir. 

Mr. Morrrsox. Do you consider gas, also, as a competitor with coal? 

Mr. Lams. That is correct. 

Mr. Morrison. There is no _primpect that that competition can be 
controlled by any tariff policy? 

Mr. Lams. No. The price for gas ordinarily is higher than the 
price for coal because it is used for special uses like house heating, 
cooking, and so forth. Occasionally, and particularly after a new 
pipeline comes into an area and they have excess gas during the 
warmer or offpeak periods, they will push that gas under boilers in 
competition with coal and oil. It sells at a very low price. They 
want to get rid of their surplus. It is somewhat the same situation 
as the surplus i in the world market, which is the kind of dumping I 
was talking about. That has happened. It is becoming less and 
less because your gas is becoming more and more costly and the sy need 
it more and more for the higher uses. 

Mr. Morrison. That is all. 

Mr. Harrison. Thank you, Mr. Lamb, very much. 

Mr. Lamp. Thank you, sir. 
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(The following additional information was submitted for the 
record :) 


NATIONAL COAL ASSOCIATION, 
Washington, D. C., October 15, 1956. 
Mr. Leo H. Irwin, 


Clerk, House Ways and Means Committee, 
House Office Building, Washington, D. C. 


Deak Mr. Irwin: On September 27 Mr. George A. Lamb, representing the 
National Coal Association, appeared before the Subcommittee on Customs, 
Tariffs, and Reciprocal Trade Agreements. During the course of the question- 
ing by subcommittee members, Mr. Lamb was asked by Congressman Burr P. 
Harrison, acting chairman, to submit a tabulation showing the comparative 
prices of residual fuel oil and coal for a representative period. 

We enclose 10 copies of this material showing the information requested for 
the period from 1940 through the weeks of August 1-18, 1956. 

We ask that this information be inserted in the record at the proper place in 
accordance with the committee chairman’s request. 

Yours very truly, 
G. Don SULLIVAN, 
Administrative Assistant. 


Residual oil prices and dates of price changes at New York Harbor, by months 
and years, 1940-56 


[Prices per barrel of 42 gallons] 
Average prices of bunker C fuel, Dates of price changes ! 


ships’ bunkers (ex lighterage) 
Year and menth 








Lows Highs Lows and Date Price change 
highs 
1940—January...........---- $1.3409 | $1500 | $1.4205 |{780- 18--------| $1-55 te 81.60 (2). 
WC ois ion mind 1. 5000 1. 5000 p Siltiecsdkaadomiiia 
a ae 1. 5000 1. 5000 1.5000 | Mar. 7_...---- $1.50. 
Ath fn a 1.4864 1.5000} 1. ann HABE. TS-------| 31-28 to $1.00. 
I a sll 1. 4659 1. 5000 1. 4830 | May 24___---. a .35 to $1.50. 
BD ieaticscktes intial 1. 3500 1. 3575 1.3538 | June 4........- 1.35. 
teen sae ee 1. 2818 1. 3455 1.3187 | Jaly 12.......- st 25 to $1.35. 
FOES Ghiicsinen $1.15 to $1.25. 
NS cites cnt enisia 1. 1500 1. 2500 I ek sects 
September..............- 1. 1500 1. 2500 i es dd. aie ienae 
| Eee eae. 1. 1500 1. 2500 TE St as nn 
INOVONIN sn. <.scabhos 1. 1500 1 CE a oi ccan snes ae 
MN ict tase heal 1. 1500 1. 2500 BO Bcgetiinkticnaacue 
1940 yearly average_- 1. 3063 1.3711 Rt etki nw tde 
1041—January -._.............. 1. 2409 1. 2500 1. 2455 | Jan. 6__....... $1.25, 
tT < . cud te ohh 1. 2500 1. 2500 I eS dicts 
ee ee | 1. 2500 1. 2500 Wee Ebnbedacaus sebued 
TA Speen $1.25 to $1.35. 
TN eA cttinstadt eyrdtotnk 1. 2591 1. 2909 1.2780 \< Apr. 21.......- $1.35. 
Se $1.25 to $1.35. 
ee ee eee 1. 2500 1.3500 & 3 eee 
OI se. ata ee 1. 3262 1. 3500 1.3381 | June 9__...__.- $1.35. 
ONE cle sdohicte eines cists Kila 1. 3500 1. 4091 1.3796 | July 3._...-..- $1.35 to $1.45. 
I hi snes 1.35. 
eS eee 1. 3500 1. 4357 1.3929 | Aug. 14___..__| $1.35 to $1.50. 
fonemiier eee ok eae 1. 3500 1. 5000 DSi bis<ut. te ereabe 
ME ica en a 1. 3500 1. 5000 RE fhe dns cendes 
DeNE 4. attecka 1. 3500 1. 5000 1. 4250 Peitie 
NS ea 1.3500 1. 4795 1.4148 | Dec, 18_...._- -| $1.35 to $1.45. 
1941 yearly average.... 1. 3064 1. 3804 BOGE Bie Jdoibliccsthgen 
1942—January_......-..--..--- 1. 3500 1.3929 wei 2 ise 
POET inc cicnechnaones 1. 3500 1. 3500 
i coccass acca 1.3773 | 1.3864 1. 3819 (Mer. 28.------ $1.35 to $1.56 
PI is: cin ane cetaceans 1. 5500 | 1. 5614 1. 5557 _ We sacaae $1.55 to $1.80. 
i ckid Nev scuudinake 1. 8000 1. 8000 | 1. 8000 ee 


See footnotes at end of table. 
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Residual oil prices and dates of price changes at New York Harbor, by months 
and years, 1940-56—Continued 


{Prices per barrel of 42 gallons] 





















































Average prices of bunker C fuel, Dates of price changes ! 
ships’ bunkers (ex lighterage) 
Year and month 
Lows Highs Lows and Date Price change 
highs 
¢ Saracen i i 
i Ws ee est ae $1. 8000 $1. 8000 PE Bini chn i cengnieie 
iS 6 KE ccecneetel 1. 8000 1. 8000 RE nena cath aiainniauna 
bs SS 1. 6643 1. 6643 1. 6643 | Aug. 5....___- $1.65. 
4 September-..............- 1. 6500 1. 6500 RE riwat cndcasedue 
Fs OO ios ein cacti 1. 6500 1. 6500 ET those skd Herc edeeoteione 
Io ockta— cdicn nna 1. 6500 1. 6500 De ie jis kas dhchcrenrcnresinie 
iS ERE acne ncaganevne 1. 6500 1. 6500 ects Seadranksnnse 
E] EE 
M 1942 yearly average ___- 1. 6076 1. 6129 NS ieee gos 
a = —) 
, 1943—January--..........-__.- 1.65 0 1. 6500 RM occ ioatnacc akon 
POND oncts ones encase 1. 6500 | 1. 6500 RE tema tiiiccsnaientng 
SN 8 6d oc a 1. 6500 1. 9604 1.8052 | Mar. 9_.-.--- $1.65 to $2.07. 
MR so hnaics. 5. dceduc 1. 6500 2. 0700 piaphiithien é aatinetn 
Mts dadgunctociaanahe 1. 6500 2. 0700 DE Beatties seman 
Middveunsctehetdcnaxnie 1. 6500 2.0700 | Ri ec cetitenaniteues 
GE oiubknsidcnsueacine 1. 6500 2. 0700 BE Berane ecsesrtracierines 
; WG os atkenesn keane 1. 6500 2.0700 FO See 
; GRE Sot ceccatans 1. 6500 2.0700 SU Eis ntnghanenadr 
: CO = Se 1. 6500 2.0700 DT iii tccicooniie 
eS 1. 6500 2.0700 PE Biicnc ehicmnbeintoas 
3 PO EEE 1. 6500 2. 0700 DE Bil eitcagenenae 
y 1943 yearly average _._- 1. 6500 1. 9909 1 
: 1944—January................|  1.6500| 2.0700 1 
4 February...............- 1. 6500 2. 0700 1 
EE Wis ok 1. 6500 2. 0700 1 
: Pp | eee 1. 6500 2. 0700 1 
Oa hoe eis anoooke 1. 6500 2. 0700 | 1 
4 SN Otek UA sionenbee ben 1. 6500 2. 0700 1 
SR Bias sce 1. 6500 | 2. 0700 1 
; WE cit ocobdiccusadeed 1. 7700 1. 7700 1 
Cs a siccteascienaies 1. 7700 1. 7700 1 
k i | ae anos 1. 7700 1. 7700 1 
ROVING? os... 55552 1. 7700 1. 7700 1 
: pS eee 1. 7700 1. 7700 1 
| 1944 yearly average _-- 1. 7000 1. 9450 1. 8225 
Nai a a ae 
4 1945—January_...............- 1. 7700 1. 7700 | ME Be cerchiobcecsdiahariiond 
: February_....----------- 1.77 1. 7700 WN teen anca 
j Leet og ee SEE 1. 7700 1.77 BORE Pen cceessssesnece 
* I ai i inn xciaine 1. 7700 1. 7700 BD ites os ies agtepammnerein- cence 
é is 5 dak wimacebes a 1. 7700 1. 7700 BPE Becicecsancccsaca 
4 WM as diai52 35a 1. 7700 1. 7700 Be ves cdennecena 
sth esddetsnn itn 1. 7700 1. 7700 SAD Bild hieimecoces 
pS Se ees 1. 7700 1. 7700 Bs PE Ba dibcns aramendecen 
a Es 1. 5500 1. 5500 1. 5500 | Sept. 1..-.----- | $1.55. 
ER aaa 1. 5500 1. 5500 SE civ npencnnes 
3 CS ., 1. 5443 1. 5443 1. 5443 | Nov. 28...---- | $1.51. 
: Denes. :5-..-.-.-.-2. 1. 5100 1. 5100 ROE ies cctccaecmeine 
; 1945 yearly average-__-- 1. 6929 1. 6929 X= 
1946—January_.........------- 1.5100| 1.5100 OE | 
4 ED seer cas eeees 1. 5100 1. 5100 1. 5100 sae te 7-7-7) on.ni 00 04.25 
: if Mar. 19__..-..| $1.51 to $1.72. 
: 1. 5900 1. 6000 1. 5950 Mar: st Sa 
j 1. 7200 1.7 Dee ER anncriacaentes — 
5 1. 7200 1. 7200 ide bes ence ahaa 
3 1. 7200 1.7200 1. 7200 | ae Pl hitdnvdail oa >. on a) 
: wang [july 29...-----| $1.72 to $2. , 
' 1. 7200 1. 7000 1.7405 \Tuly 30..------ | $1.72 to $2.02 (2). 
: 1. 9200 2. 0200 1.9700 | Aug. 1_..----- op to oa cS). 
m if Aug. 6.....--.. | $1.92 to $2.02 (2). 
j 1. 9200 1. 9200 1. 9200 {Ane 3 Sicccede $1.92 (8). 
i 1. 9200 1. 9200 SE, coctinninned 
i 1. 9200 1. 9200 1. 9200 bib ecceid eas | 
4 1. 9200 1. 9200 Eo annha nite 
1946 yearly average... 1.7575 | ‘1. 7684 1. 7638 | ag 
———_—_—_—S[S —>—$——LLamam eee 
J See footnotes at end of table. 
é 
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Residual oil prices and dates of price changes at New York Harbor, by months 
and years, 1940-56—Continued 


[Prices per barrel of 42 gallons] 














Average prices of bunker C fuel, Dates of price changes ! 
ships’ bunkers (ex lighterage) 
Year and month 
Lows Highs Lows and Date Price change 
highs 
a I a 
1947—January-..............-- $1. 9200 $1. 9200 Ok Ae ere ereeere 
EET: 1. 9950 1. 9950 1.9950 | Feb. 10.--.---- $2.02 (7) 
Menthe ee 2. 0867 2. 0867 2.0867 Mar. 21. ...... | $2.22 (6) 
ROR. iS cageseckaesee 2. . 2200 , a ee | 
BE oss dth ake 2. 2200 2. 2427 2.2314 | May 26 (6)_.__| $2.22 to $2.32 (1) 
NE Sn ne we Basen eae io 4 z tee Poae~poasies tons | 
BED. unnnassadbataneesee . 2200 . 3200 SET Chih 46nd ae maces 
mei, Sot? oe se 2. 2200 2. 4629 2.3415 | Aug. 11 (6)-.--| $2.22 to $2.52 (1). 
Oe ag soon kachaebeee 2 200 2 5043 3 322 “Oct. 30 (4)_-.-. $2.22 to $2.57 (1) 
So cnndmaignaniees . S ct. aniiinalil 3 0 $2. - 
Nov. 3 (1)--.-- $2.22 to $2.67 (1). 
November.....---------- 2. 5221 2. 6700 2.5961 |4Nov. 4 (1)-..-- $2.52 to $2.67 (1). : 
Nov. 5 (6)..... $2.54 to $2.67 (1). s 
Dette b. 5. cscccuchesse 2. 6445 2. 8773 2.7609 | Dec. 24 ww...) $3 to $3.05 (1). 
| 
1947 yearly average-_.- 2. 2257 2. 3466 BO taste ceccecasedce | 
en —Tanaiety «cs cck wesc 3. 0000 ROE RR oc ccnese 
ROONEY wniciciekanchesese 3. 0000 3. 0500 ME oon ccaceasenns Fi 
OS ERIE ES 3. 0000 3.0500 BN ho oe ocet 2 ecncue 
Ree ted 3. 0000 3.0500 eR nk een 
WRB soc og skcanaea 3. 0000 3. 0500 | ee 
Mh eet 3. 0000 3. 0500 Do bee 8 
a sasiwey 3. 0000 3. 0500 RMD oo bee 
PT onc ct ueta wane 3. 0000 3. 0500 racers dination 
—— wag waat pies oo : 0500 4 US icetiie aaa aire 
CORGOEE..g ccncotbbuscuces . 0000 0500 ION ws wrinin is Scdods elca wale 
November..........--.-- 2. 9048 3. 0500 2.974 Nov. = a awe o) 
ec, 2 (6) ..... * e 
December 2.7239 | 2.8326] 2, 7783 | Dec. 9... one 
ember. -....--------- . . Dee. 23 @--- $2.55 to $2.80 (7) 
WG Ricnicc $2.55 (8). 
1948 yearly average--.-- 2. 9691 3.0319 BAP Caw cccbiciccccacs | ; 
aes Jan. 14 (1)....- $2.30 to $2.55 (7) M 
1949—January..........------- 2.4071| 2.4310] 2.4190 | ae | $230), : 
soak séma| vial ate (ne cleeenn” ; 
ebruary......---------- 07 Feb. a7 (i). §2 to s2.i0 (9. : 
OD, Biasonncse Fa 
March 1.9413 1.9609 1.9511 fry 21 (1)...-| $1.85 to $2.00 (8). H 
TIMOR 2 «ew eeneennenncen ; : : Mar. Be onnne si. ‘85 i 1.05. ; 
‘ pr. 22 .---| $1.75 to % 
to aoe 4 1. 8214 1. 8357 1. 8286 h ee $1.75 oo 
May 16 (1)___-| $1.65 to $1.75 (8). / 
Mi hse scccisestsoincs 1. 6833 1. 7214 1. 7024 May 2 (4)_-..| ey 75 (4). : 
oe | ; 
June..-----n-eo---------| 1 6000 1. 6000 SE cathaiincescucs ' 
GUE pandcpwanneicasenae 1. 6000 . 6000 7 ano coesetcnncucd | 
Cee Aug. 3 | $1. mete et: 70 (3). 4 
Sac eee 1. 6870 1. 6957 1. 6913 i{ ue 4 oo S10 4 e. ; 
te \fSept. 12 (9)_._- 7 te - 
September..........---- 1.7052 | 1.8428) 1. 8190 {sept AD -| sr (i). : 
pi ian | ct. 17 (7). ___| $1.90 to $2.05 (4). 
Oi cn ecescssads 1.9500 | 1.9786) 1. 964s |{O cf. 37 ---- | one | 
November........-....-- 2.0500 | 2. 0500 SONS yet cine 5 
Decsnbers..- 2.225255. 2.0500 | 2. 0500 MID Loci dckecscanscacl " 
1949 yearly average... 1.8870| 1.9085| 1.8967 |__.............. : 
SSS SSS “| } A 
1950—January...........-.-..- 2. 0500 | 2 one 2. om | RS 
PEE seth is askeek | 2.0500 | : 2.0; Te crcid te Sieael A 
nirtee ig 9900} —.or30 | 1.9005 (RSE 1 G2) $1.90 to 42.05 @). y 
iad ehoeinie eae indo . ; ‘ Mar. Ba annnee| $1.00 (il i a & 
5 = pr. 11 (5).-.-) $1.90 to $2.05 (6). Es 
Eas crensestuvrontoore c= eS Abr. Siesinas | $2.05 (10). ‘i 
Ni ies ccemaeeiee 2 0500 | 2. 0600 2 NAS icaincba peace | H 
PONE. x ninwdessscevaeeme | 2.0 . 0500 I Neneh ode taiasscataas # 
uly | 21350] 21450) 2.1400 Yate § 6 (7)..-.- $2.05 to $2.15 (3). ei 
CERO Sake neoere sores . : FOS Naa les5 | $2.15 (12). c 
I isis inte cemisiei techn | 2. 1500 | 2. 1500 eg ae oe ‘ 


See footnotes at end of table. 
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Residual oil prices and dates of price changes at New York Harbor, by months 
- and years, 1940-56—Continued 


[Prices per barrel of 42 gallons] 






























































4 l 
$ Average prices of bunker C fuel, Dates of price changes ! 
‘ | ships’ bunkers (ex lighterage) 
c Year and month ail 
: | Lows Highs | meen ee Date Price change 
EB | highs 
7 | | | 
September_........------ | $2.1500) $2.2400) $2. 1950 | | Sept. 6 (11)....| $2.15 to $2.25. 
. Oct. 9 (8)__....| $2.15 to $2.30 (3) 
ae 2. 1500 2, 2864 2. 2182 i | $2.15 to $2.30 
Oct. 31 (11)_.-.| $2.15 to $2.25. 
November............... 2. 1500 2. 1786 | 2.1643 | Nov. 9_..._..- | $2.15 (1 
December...........---- 2. 1500 2. 1500 | 1... 
950 yearly average....| 2.0813 | 2. 1094 | 
1951—January............-...- | 2.1500 2. 1500 
BUNGEE cisbctnwakcetied | 2. 1500 | 2. 1500 | 
WN nc dnltbcwaicdingttis | 2. 1500 | 2. 1500 
ROE gis 3d nae daxses | 2.1500 | 2. 1500 | 
Wiese accdadpaaaestss. 2. 1500 2. 1500 2 
INE cc itimannns tei | 2eme) senor! = — 2. ane {sme 8) -----| S245 ta $2.45 (8). 
ee Be ae | Sel) aa See 
I noe oe aw cans 2. 4500 | 2. 4500 | rn ee 
Ce 2. 4500 | 2. 4500 SO a 
iS See ae 2. 4500 | 2. 4500 | MO cco ak 
November..............-| 2. 4500 | 2. 4500 | Cie... 
ee ee 2. 4500 2. 4500 NN adcten danse 
1951 yearly average... 2.32%6|  2.9238| 29232 |........_. 
Sabie... 5 | 2. 4500 orc eS 
i aa | 2. 4500 2. 4500 | SEs scarecrows 
ers 2. 4500 | 2. 4500 | ED ose 
RI as Siclicscadaemrtiicicndieenie 2. 4500 2. 4500 | SMM inccatdearascoet 
I ite ates | 2. 4500 2. 4500 ie sa eRe | 
Te iiictnnecsanssmenin | 2. 4500 2. 4500 Fe  Rinadiaeetegeticencid 
Fes asannae suse 2. 4500 2. 4500 2. 4500 | EE De A Sag 
Pe ae | 2.1333 2. 1833 2. 1583 Have. ser eo (10). 
September. .......-.---- | 2, 1000 2. 1000 0 RI Ricrkcitdopasnses 
CIES ci vttinecaplameuds 2. 1000 2. 1000 Be NIE ane kcncennencens 
eae 2. 1000 2. 1000 | SO fetcai atts... sce | 
December. ....-...------ | 2.1000 2.1000 | 2. 1000 | OES 
1952 yearly average... 2.3060/ 23111] 2.3090}... 
—— = — — ————| | 
Re ’ | ‘ ; cai | $2 to $2.10. 
1953—January............-...- | 20484] 2.0581 | nome iin: 3 ------ i= 
February ..........- avateeal 2. 0000 | 2.0000 | SR Giasnsiccabasean 
WO oe ee | 20000! 20000! 2.0000 |..-...------7-- 
[ae 2.0733 | 2.0800 20rer [APE o-------- —— 
MN ence hieste tee 2. 1000 2. 1000 | ON os inecinanennn 
> > » 9 
WN chia eenacotione 2.1250} 21450) 2.1350 {June aa 
Doss ss 2. 2500 2. 2500 | DONE es denen 
I eg a 8 2. 2500 2. 2500 | secant 
September_.......--..--: 2. 2500 <a) $900 t....:..-..-....- 
ia sssscc cn cs 2. 2500 | 2. 2500 | ots tacca. 
PRON oo car nomnmen 2. 2500 2. 2500 EE hb gbiticncnnsinnaplamal 
RP aa pidinn aicneck 2. 2500 | 2. 2500 2. 2500 | -----0-2-0------ 
1953 yearly average __ 2. 1539 | 2. 1569 | 2. 1554 Sit sssstibededoeieenl 
1954—January...........-.--- 2.2500} 2.2500)  22500|............... 
IIR. is heaces apm ae 2. 2500 2. 2500 2. 2500 |. noone 
Mastek... 5.<<..... oe 2. 2500 | 2. 2500 | RON Dick cocoa sou4 
Sa os = avers Ae 2. 2500 2. 2500 | 2. 2500 | __- 
Co a ar Ss 2. 2500 | 2. 2500 2. 2500 | 
tain serctnd oct neens 2. 2233 2. 2500 | 2. 2367 | June 23 $2.15 to $2.25, 
FUNG oe so oo : 2. 1500 2. 2500 | See to 
SE itn seth tidiaenneaels 2. 1500 | 2. 2500 2 ree 
GRUNIORi doce cio 2, 1767 | 2. 2500 | 2. 2134 | Sept. 23- $2.25 
October... __-- bees 2. 2500 2. 2500 2. 2500 |__- 2 | 
November............--- 2. 2500 2. 2500 2. 2500 
} P aem |sDec. 6 } $2.25 to $2.35. 
December_.........----- | 2.8306 | 2.3339 2, 3323 {Dec : | $2.38 
1954 yearly average __- 2.2317 2, 2570 | 2. 2444 





See footnotes at end of table. 
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Residual oil prices and dates of price changes at New York Harbor, by months 
and years, 1940-—56—Continued 


[Prices per barrel of 42 gallons] 





Average prices of bunker C fuel, Dates of price changes ! 
ships’ bunkers (ex lighterage) 
Year and month 





Lows Highs Lows and Date Price ch 
Nels rice change 














1955—January --..--.--.------. $2. 3500 $2. 3500 GRO Fin cn sscsscccas: - 
TROT sicccctenncinss 2. 3500 2. 3500 | ee 
WM asic ceece tacos 2. 3500 2. 3500 EEK cd cusccensae 
eee ee 2. 3500 2. 3500 | | 
OU. co donccnstcccwuees 2, 3500 2. 3500 BE besecesstcsscascs 
Siren sectea ecb nretiannta Snare 2, 3500 2. 3500 I Meethh cictnibinwaosiuin 
aa 2.4419] 2.4468] 2. anda {TONY 12--------] $2.35 to $2.50 
pen re 2.6113 2.6161 2. 6137 ve easass $2.50 to $2.65. 
September. -........----. 2. 6500 2. 6500 WUGET Usnencescsecscsas 
Oe Re 2. 6500 2. 6500 DIO Vevanscastsesccec 
eeveieer.......-=<52s=2-5 2. 6500 2. 6500 SI oc ncgsccscccccas 
WU oe 5 Soeee5554. 2. 6500 2. 6500 Niu ix’as thse sabes <n 
1955 yearly average 2. 4794 2. 4802 MOE Lo nccacscccccscen 
1000 —JaMUNT « ... ca cscsssscsl csc as}+s~caeunes =e MT Voc cwetdccsesccak 
DOONEY gcc ince cconssalcnscecanse<e)”*>seeeee ME Sh. cangutiitace 
NR. acces: wel -- ee Mee 4 os em = <* 
ND oincee stccesze See enone Me The ates 
IG oi Sct oirkenn whe | sna eeeeenalooo eee MO, UES ered ak deseo 
SO Okeke ect ae eee ee ke Sate 
Wr eet OF PUNE Be ns snncl..cdanneen]--aukeanapes een cove ai 
POE os cas ccwetasee cat oe eos | samen SE aa eee See se 





1 Parenthetical figures indicate the number of companies quoting when 2 or more comparies quoted the 
price eq a No attempt is made to indicate the number of companies whose prices were within the lows 
and the highs. 


Source: 1940-55, Platt’s Oil Price Handbook; 1956, National Petroleum News, January-September 1956" 


TABLE 2.—Average price per ton of bituminous coal in New York City area, by 
years, 1940-55 


| 


Average wholesale price 
per ton of bituminous 


Average value per ton of bituminous| Freight 


coal ! rate, bitu- coal in New York 
| minous City 
Year ee a eee re ae es ee coal, 
West 
Pennsyl- West Total, Virginia- From From 
vania Virginia United | New York} Pennsyl- West 
States vania Virginia 
() (2) (3) (4) (5) (6) 7 
$2 04 $1. 83 $1. 91 $3. 20 $5, 24 $5. 03 
2. 28 2. 23 2.19 3. 20 5. 48 5. 43 
2.48 2. 42 2 36 3. 24 5.72 5. 66 
2. 82 2. 80 2. 69 3. 20 6. 02 6. 00 
3.15 3. 01 2.92 3. 20 6.35 6. 21 
3. 29 3. 20 3.06 3. 20 6. 49 6. 40 
3. 66 3. 65 3. 44 3. 27 6. 93 6. 92 
4. 23 4.48 4. 16 3. 50 7.73 7. 98 
4.94 5. 53 4.99 3.75 8. 69 9. 28 
5.01 5.30 4. 88 4.13 9.14 9. 43 
5. 00 5. 23 4.84 4. 25 9. 25 9. 48 
5, 29 5. 23 4.92 4.31 9. 60 9. 54 
5 31 5. 23 4.90 4.65 9. 96 9 88 
5. 53 5.17 4 92 4.65 10. 18 9. 82 
accmwntiiididh oneal abated 4.82 OE -lusinsnpecamealaaineenweimes 
4. 83 ED ladvcncudepbtietdeideniie 








1 Value received or charged for coal f. 0. b. mine, including selling cost (includes a value for coal not sold 
but used by*producer, such as mine fuel and coal coke estimated by producer at average prices that might 
have been received if such coal had been sold commercially). 


Source: Avrage value per ton of bituminous coal—U. S. Bureau of Mines Freight Rate; B. & O. RR. 
Taritf, C-2B (series), and Ex Parte Freight Rate Increases. 
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TABLE 3.—Comparative costs and consumption of coal and oil at 2 electric utility 
plants in the New York area—by years, 1940-55 


CONSOLIDATED EDISON CO., OF NEW YORK, INC., HELL GATE PLANT 


Consumption 
Costs per million in coal Consumption 
B. t. u. equivalent tons percent 
(thousands) 
Year 
Ratio of 
coal to Coal Oil Coal oil 
oil 
(1) (7) (8) (9) (10) (il) 








$5. 00 7. 1, 330 40 97 3 
5. 28 ‘ 100 | 1,255 203 14 
5.49 BD, Pailin go bes ncto nace 8 | 
5.75 SOE Renae owaen , + |g RUGS ERR aris RE egerce cn BE Reick 
5. 94 > BAD Wiedasonsicstesccuas Oo oe oy 
6. 35 M300: loca iee See R Pensa sh bab Psbinidn daa Ree Baten ae | , | ee 
6. 93 13, 279 1.95 26. 1 31.2 84 | 1,377 148 90 10 
8. 02 13, 351 2.13 30.0 34.1 88 | 1,779 10 99 1 
9. 06 13, 266 3. 86 34.1 61.5 56 | 1,422 344 80 20 
9. 62 13, 448 1.78 35.8 28.4 126 946 757 55 45 
8. 86 13, 298 2.00 33.3 31.9 105 533 | 1,278 29 71 
8.99 13, 208 2. 24 34.0 35. 6 96 634 623 34 33 
9. 34 13, 248 2. 24 35.3 35. 6 99 329 57% 20 34 
9. 48 13, 222 2.05 31.8 32.6 98 159 732 9 40 
9. 27 13, 442 2. 16 34.5 34.5 100 278 796 21 57 
9. 03 13, 280 2.36 34.0 37.7 90 394 539 35 46 








CONSOLIDATED EDISON COMPANY OF NEW YORK, INC., HUDSON-GOLD PLANT 








j 
$4. 99 13, 976 $1. 26 17.9 19.0 94 | 1,373 28 | 98 2 
5. 21 13, 834 1.30 18.8 20. 1 94 1,439 23 98 2 
5. 48 13, 626 1.30 20. 1 20. 8 97 | 1,398 4 | BP Enacakinn 
5. 86 13, 556 1.99 21.6 30. 0 72 | 2,030 63 97 3 
6.13 13, 350 1.94 23.0 29.8 77 | 1,758 120 94 6 
6. 34 12, 900 1.93 24.6 28.7 86 | 1,624 91 95 5 
6.70 12, 846 1.86 26.1 28. 5 92; 1,719 154 92 8 
7.78 12, 998 2. 35 29.9 36.7 82]; 1,849 155 92 8 
8. 80 12, 961 3. 54 33.9 53.6 63 | 1,845 150 92 8 
8. 49 13, 320 2.00 35. 6 31.3 114} 1,587 233 87 13 
9. 29 13, 381 2.15 34.7 34.2 102 | 1,453 331 81 19 
9. 55 13, 360 2. 42 35.7 38.4 93 | 1,749 269 7 13 
9.72 13, 290 2. 39 36.6 37.7 97 | 1,625 343 83 17 
9. 88 13, 321 2. 20 36. 6 34.9 105 | 1,497 480 7 24 
9. 68 13, 355 2. 20 36. 2 35. 1 103 | 1,214 382 76 24 
9.75 13, 532 2. 46 36.0 39. 2 92 1,206 316 80 20 


Source: NCA Steam-Electric Plant Fuel Consumption and Costs Studies, 1950-55. 


Mr. Harrison. Our next witness is Mr. Joseph E. Moody, president 
of the Southern Coal Producers’ Association. Mr. See will you 
identify yourself for the record and proceed as you desire 


STATEMENT OF JOSEPH E. MOODY, PRESIDENT, SOUTHERN COAL 
PRODUCERS’ ASSOCIATION 


Mr. Moopy. My name is Joseph E. Moody and I appear here as 
president of the Southern Coal Producers’ Association. 

Mr. Chairman and members of the committee, I know that we are 
kind of doing a little clock watching here and if it is agreeable with 
the members of the committee, I would like to suggest that my presen- 
tation, copies of which you have, be part of the record in toto and 
let me kind of grasshopper it and same time that way. I think I can 
get across the point I am trying to make in much less time. 

Mr. Harrison. Very well. 


1008 CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 


(Mr. Moody’s prepared statement follows :) 


STATEMENT OF JosEPH E. Moopy, PRESIDENT, SOUTHERN COAL PRODUCERS’ 
ASSOCIATION 


Mr. Chairman and honorable members of the committee, my name is Joseph 
BE. Moody, and I am president of Southern Coal Producers’ Association. In that 
capacity I speak for the several million people whose livelihood and economic 
well-being depend on the great coal-producing areas of southern West Virginia 
and adjacent sections of Virginia, Tennessee, and Kentucky. 

I sincerely appreciate your invitation to appear before you and to present 
information on the effect of certgin of our international trade and commerce 
policies on the workers and employers—in fact, the whole economy—of our 
southern bituminous coal region. 

What I shall tell you is not new. In fact, it is a story that has been twice 
and thrice told to various committees of the Congress and of other branches 
of the Government. I, myself, have many times repeated it, and each time more 
forcefully, because each time—as nothing was done—it became more acute. 

I speak, of course, of the very serious and, as far as our industry has been 
able to tell, completely inexcusable dumping of foreign residual oil—the sludge 
left over from the normal refining process—on our eastern seaboard at a price to 
undercut coal, America’s own unlimited and dependable source of future energy. 

I shall try to avoid repeating information which has been presented to this 
committee by previous witnesses, except to say that the members of my asso- 
ciation heartily endorse the recommendations you have received from other 
spokesmen for the coal industry. I particularly urge your careful consideration, 
insofar as it lies within your jurisdiction, of the suggestion that serious thought 
must be given to establishment of a national fuels policy. 

It is vital to the future of America that a sound and sensible attitude guide 
our decisions affecting use of our great natural fuel resources, to insure that 
those most plentiful are called on for the major share of running our industries, 
and those with only limited reserves are not recklessly squandered. 

In the announcement of these hearings, the committee listed as one of the 
topics in which it was interested foreign trade and its impact on the United 
States economy, “in its entirety and on the particular segments thereof, including 
industry, labor, agriculture, and distribution and transportation. * * *” 

It is to this point that I would like to address myself. The southern bitumi- 
nous coal region, located in West Virginia and adjacent parts of Virginia, Ken- 
tucky, and Tennessee, is the Nation’s greatest coal-producing area; and it is 
likewise the area most greatly damaged by residual oil imports. 

The reason for this is that our mines, served by the famed Pocahontas rail- 
roads leading into the great harbor of Hampton Roads, has traditionally sup- 
plied the greater part of the coal burned along the heavily industrialized east 
coast, and it is in this section that the dumping of residual oil from Venezuela 
and the Dutch West Indies has become a serious problem in recent years. 

Let me stress here, as I have stated so many times in the past, that American 
coal producers are not asking for preferential treatment over any other Ameri- 
can industry. We expect to compete at the market place with anyone facing 
comparable costs and paying comparable American wages. But, when we find 
our long-established markets suddenly wiped out under a program encouraged 
by our own Government in the sacred name of “foreign trade” but which in 
reality benefits nobody except a half-dozen giant members of the international 
oil cartel, we feel we have a justifiable complaint. 

It is important, in this connection, to understand just what this residual oil is. 
In brief, it is the thick sludge residue left over from the regular refining process, 
and was formerly dumped in the ocean as waste. 

Several years ago, however, the big international oil importers conceived the 
idea of shipping it to the American east coast and dumping it on the fuel market 
at just about any price necessary to undersell coal. 

Whatever is realized for this oil, above shipping costs, is just gravy to the oil 
companies. And it meant nothing really to the nations from which it orig- 
inated—despite our State Department’s stanch defense of residual imports as 
vital to our trade with Venezuela. If the object was really to increase income 
for Venezuela and the Dutch Indies, this cheap oil would be more fully refined 
into light oils and gasoline, with a much greater return. It is an admitted fact 
that Venezuelan crude, with a little cracking and with the modernized refineries 
now available, could be made to yield no more than about 40 percent residual. 
Instead, Venezuelan and West Indian refineries operating on Venezuelan crude, 
at last reports, were averaging a great deal more than that. The reason, of 
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course, is that hitting the world markets with more highly refined oils and gaso- 
line from Venezuela would disrupt the world marketing plan of the international 
oil cartels. 

The existence of this world cartel of petroleum corporations and its willful 
juggling of world markets for private profit has several times been noted by 
official Government bodies. 

In 1952 the Federal Trade Commission made a staff report to the Senate Select 
Committee on Small Business entitled “The International Petroleum Cartel.” 
It charged that seven giant international petroleum companies dominated the 
world’s production, distribution, and marketing of oil. 

In 1948 a special Senate committee headed by Senator Brewster charged 
after an investigation that during the war the oil cartel had overcharged the 
United States Navy and other customers by many millions of dollars. 

In 1953, the Justice Department brought suit against five major American oil 
companies charging conspiracy to violate the antitrust laws. For some unknown 
reason this suit has never gone to trial. 

Existence of this world cartel was also recognized in a United Nations report 
more than a year ago which charged that it was operating to hold prices at an 
unjustifiably high level in Europe. 

Thus, the existence of this world cartel to juggle and control markets and 
prices has been well established—its relationship with the flooding of American 
ports with Venezuelan oil is also well known. The Federal Trade Commission 
report in 1952 declared: ‘These three companies have jointly maintained a per- 
vasive control and influence over the Venezuelan industry, in all its aspects, 
from exploration and development to the marketing of the product.” 

In March of 1955 I testified before a special subcommittee of the Senate Com- 
mittee on Labor and Public Welfare regarding this cartel’s control of the Vene- 
zuelan market, and went into some detail to show that the very high percentage 
of residual obtained from Venezuelan crude was not economically profitable for 
that nation but, instead, was part of the world market pattern of the oil com- 
panies. 

I shall not take the time to repeat that testimony here, but, with your permis- 
sionI should like to submit the statement I made at that time for the record, and 
for the information of members of the committee who may wish to pursue it. 

That hearing, called to determine the actual damage being done the American 
economy, was just one of a number before which I and other representatives of 
the coal industry have appeared in recent years. Time after time this damage 
has been proven beyond any possible question. And time after time we have 
felt that Congress could not fail to take action to provide some protection for the 
thousands of people whose livelihood has been destroyed or seriously affected by 
these cheap and inexcusable imports. 

But, still nothing has been done, and residual oil is pouring into the country 
from abroad in greater quantities than ever. 

Through September 7, 108,291,800 barrels of residual oil had been dumped on 
the shores of the United States—the equivalent in heating value of 25,990,000 
tons of coal. This was 5 million barrels more than had been shipped in during 
the same period in 1955. When we add to this, the millions of tons of residual 
left after the refining in this country of imported crude oil, the figure becomes 
even more alarming. 

The following table, gives an idea of the economic damage done to the domestic 
coal industry, and particularly to the southern segment of it, by foreign residual 
oil in recent years: 


Tons of coal displaced by imported residual oil plus residual made from imported 














crude 
1952 1953 1954 1955 1956 (6 | Totals 
months) 

cil — aed Se ieee 
Total tons (000 omitted) --___._._..___--- | 45,931 49,720 | 48,156 | 50,072 28,398 | 222,277 
WI arn ain ccaaeueel $4. 90 | $4. 92 $4. 82 $4.83 | | $5.05 | 4 
Total value (000 omitted) _.__....._______- | 225,062 | 244.622 | 232,112 | 241,848 | 143, 409 |$1, 087, 044 
Freight rate per ton (average)__...-_-_..-- | 15 | 3. 35 3. 35 | 3. 35 | 3.50 |__ : 
Potentially lost to railroads (000 omitted)-| 144,683 | 166, 562 | 161,323 | 167,741 99, 393 | |” 739, 702 

| 


1 Estimated. 


Source: Import figures, U. 8. Bureau of Mines. Others, Southern Coal Producers’ Association statis- 
tical department. 
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Allowing an average output of 1014 tons per man shift, the 50 million tons of 
coal displaced last year would have provided American coal miners with almost 
5 million man-hours of work. This is equal to 2,000 full-time jobs in the coal 
industry. 

Mr. Chairman, and gentlemen, these facts I have cited are not new. They 
merely bring up to date the continuing damage the American coal industry is 
suffering from unrestrained imports by the world oil cartel. It should be pain- 
fully clear by now that these interests have no intention of voluntarily relin- 
quishing this market, no matter what it does to the domestic economy. And, 
even though temporary and unnatural world conditions occasionally bring the 
price of residual oil up to the level of or even a little higher than coal, as 
they have at this time, there is no way to compete with it in the long run. 

As the President’s Cabinet Committee on Energy Supplies and Resources 
Policy declared in November 1954: “* * * there is no physical limitation upon the 
capacity of world oil interests to lay down residual oil on the east coast at 
an arbitrary price of its own choosing.” Nothing has happened to really change 
that situation today. 

True, the coal industry today is in better shape than it has been in recent 
years. Production this year will probably reach some 500 million tons, consid- 
erably higher than the 460 million tons last year, and only 120 million tons 
below the peak production figure reached in 1947. 

Put nothing could be more false than to assume that the current improved 
market demand has already brought the coal industry into a realm of real 
prosperity. Costs have continued to increase, and the average profit realiza- 
tion per ton today, particularly in the deep mines of our southern bituminous 
area, is only a few cents. 

Make no mistake about it. The 50 to 55 million tons of sales which imported 
oil will cost us this year will make a major difference in the domestic coal 
industry, to say nothing of the two-thousand-odd workers it leaves unem- 
ployed and the millions of dollars in corollary revenue lost to the railroads, the 
suppliers of the mines and the storekeepers and others who make a living from 
servicing the coal mining companies and their employees. 

This damage, of course, is just piling up on top of the serious hurt that 
has already accrued in the past few years during which residual imports have 
become a critical problem. In the 414 years since 1951, for instance, imported 
residual has amounted to the equivalent of 222 million tons of American coal. 
This amount of coal would have meant more than $1 billion in sales to the 
industry, $739 million in freight revenue to the railroads, and at least one-half 
billion dollars in wages to the miners. 

As I remarked earlier, the story of this damage has been often told and the 
ease for domestic coal has been clearly proven. We in the industry sincerely 
hope that at long last Congress may be prepared to act. 

It is our understanding that no action to force a reasonable reduction in these 
imports was taken during the last session because those Representatives and 
Senators concerned over the coal industry were convinced that the Government 
intended to set up a practical voluntary system—and to see that it accom- 
plished its purpose. 

I am sorry to say that this has not been done. I understand that several 
Congressmen are determined to introduce remedia) legislation in the next ses- 
sion and I sincerely hope that the Ways and Means Committee will take 
favorable action on it. 


We feel that our case has long been made. It is past time for action. Thank 
you. 

Mr. Moopy. I am president of Southern Coal Producers’ Associa- 
tion. In that capacity I speak for the several million people whose 
livelihood and economic well-being depend on the great coal-produc- 
ing areas of southern West Virginia and adjacent sections of Vir- 
ginia, Tennessee, and Kentucky. 

I sincerely appreciate your invitation to appear before you and to 
present information on the effect of certain of our international trade 


and commerce policies on the workers and employers—in fact, the 
whole economy—of our southern bituminous coal region. 

What I shall tell you is not new. In fact, it is a story that has been 
twice and thrice told to various committees of the Congress and of 
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other branches of the Government. I, myself, have many times re- 
peated it, and each time more forcefully because each time, as nothing 
was done, it became more acute. 

I speak, of course, of the very serious and, as far as our industr 
has been able to tell, completely inexcusable dumping of foreign resid- 
ual oil, the sludge left over from the normal velhete process, on 
our eastern seaboard, at a price to undercut coal, America’s own 
unlimited and dependable source of future energy. 

I shall try to avoid repeating information which has been presented 
to this committee by previous witnesses, except to say that the mem- 
bers of my association heartily endorse the recommendations you 
have received from other spokesmen for the coal industry. I par- 
ticularly urge your careful consideration, insofar as it hes within 
your jurisdiction, of the suggestion that serious thought must be 
given to establishment of a national fuels policy. 

It is vital to the future of America that a sound and sensible atti- 
tude guide our decisions affecting use of our great natural fuel re- 
sources, to insure that those most plentiful are called on for the 
major share of running our industries, and those with only limited 
reserves are not recklessly squandered. 

In the announcement of these hearings, the committee listed as 
one of the topics in which it was interested, foreign trade and its 
impact on the United States economy, “in its entirety and on the 
particular segments thereof, including industry, labor, agriculture, 
and distribution and transportation * * *.” 

It is to this point that I would like to address myself. The south- 
ern bituminous coal region, located in West Virginia and adjacent 
parts of Virginia, Kentucky, and Tennessee, is the Nation’s greatest 
coal-producing area; and it is likewise the area most greatly damaged 
by residual oil imports. 

The reason for this is that our mines, served by the famed Poca- 
hontas railroads leading into the great harbor of Hampton Roads, 
has traditionally supplied the greater part of the coal burned along 
the heavily industrialized east coast, and it is in this section that the 
dumping of residual oil from Venezuela and the Dutch West Indies 
has become a serious problem in recent years. 

Let me stress here, as I have stated so many times in the past, that 
American coal producers are not asking for preferential treatment 
over any other American industry. We expect to compete at the 
market place with anyone facing comparable costs and paying com- 
parable American wages. But when we find our long-established 
markets suddenly wiped out under a program encouraged by our own 
Government in the sacred name of “foreign trade,” but which in reality 
benefits nobody except a half dozen giant membes of the international 
oil cartel, we feel we have a justifiable complaint. 

It is important, in this connection, to understand just what this 
residual oil is. In brief, it is the chick sludge residue left over from 
the regular refining process, and was formerly dumped in the ocean 
as waste. 

Several years ago, however, the big international oil importers con- 
ceived the idea of shipping to the American east coast and dumping 


it o the fuel market at just about any price necessary to undersell 
coal, 
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Whatever is realized for this oil above shipping costs was just gravy 
to the oil companies. And it meant nothing really to the nations from 
which it originated, despite our State Department’s stanch defense 
of residual imports as vital to our trade with Venezuela. If the 
object was really to increase income for Venezuela and the Dutch 
Indies, this cheap oil would be more fully refined into light oils and 
gasoline, with a much greater return. It is an admitted fact that 
Venezuelan crude, with a little cracking and with the modernized 
refineries now available, could be made to yield no more than about 
40 percent residual. Instead, Venezuelan and West Indian refineries 
operating on Venezuelan crude at last reports were averaging a great 
deal more than that. The reason, of course, is that hitting the world 
markets with more highly refined oil and gasoline from Venezuela 
would disrupt the world marketing plan of the international oil cartels. 

The existence of this world cartel of petroleum corporations and its 
willful juggling of world markets for private profit has several times 
been noted by official Government bodies. 

In 1952 the Federal Trade Commission made a staff report to the 
Senate Select Committee on Small Business entitled “The Interna- 
tional Petroleum Cartel.” It charged that seven giant international 
petroleum companies dominated the world’s production, distribution, 
and marketing of oil. 

In 1948 a special Senate committee headed by Senator Brewster 
charged, after an investigation, that during the war the oil cartel 
had overcharged the United States Navy and other customers by many 
millions of dollars. 

In 1953 the Justice Department brought suit against five major 
American oil companies charging conspiracy to violate the antitrust 
laws. For some unknown reason this suit has never gone to trial. 

Existence of this world cartel was also recognized in a United 
Nations report more than a year ago which charged that it was operat- 
ing to hold prices at an unjustifiable high level in Europe. 

Thus, the existence of this world cartel to juggle and control mar- 
kets and prices has been well established—its relationship with the 
flooding of American ports with Venezuelan oil is also well known. 
The Federal Trade Commission report in 1952 declared : 

These three companies have jointly maintained a pervasive control and influ- 
ence over the Venezuelan industry, in all its aspects, from exploration and develop- 
ment to the marketing of the product. 

In March of 1955 I testified before a special subcommittee of the 
Senate Committee on Labor and Public Welfare regarding this car- 
tel’s control of the Venezuelan market, and went into some detail to 
show that the very high percentage of residual obtained from Vene- 
zuelan crude was not economically profitable for that nation but, in- 
stead, was part of the world market pattern of the oil companies. 

I shall not take the time to repeat that testimony here, but, with 
your permission, I should like to submit the statement I made at that 
time for the record and for the information of members of the com- 
mittee who may wish to pursue it. It has certain tables and back- 
ground that I have not attempted to put in here. 

Mr. Harrison. That testimony before a subcommittee of the Senate 
Comatine on Labor and Public Welfare may be made part of the 
record. 

(Statement referred to follows :) 
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STATEMENT OF Mr. JosepH E. Moopy, PRESIDENT OF THE SOUTHERN COAL PRODUCERS’ 
ASSOCIATION 


Mr. Moopy. My name is Joseph E. Moody. I come before you to speak for the 
operators of bituminous-coal mines in districts 7 and 8. These are members of 
the Southern Coal Producers’ Association, of which I am president, and they 
have mines throughout West Virginia and adjacent areas of Tennessee, Kentucky, 
and Virginia. In speaking for them I am also speaking for their many thousands 
of employees and suppliers and for the hundreds of thousands of other citizens 
of the southern Appalachian region who are directly or indirectly dependent on 
a prosperous coal industry for their livelihood. 

This committee has already heard testimony to establish beyond doubt the 
serious, even critical, economic condition which has crippled the American coal 
industry—not only in the South but also in Pennsylvania, Illinois, Ohio, and 
elsewhere. 

I want to express my appreciation of the attitude of the chairman of this sub- 
committee, Senator Neely, of West Virginia, and of the other members of the 
subcommittee. We feel that the facts developed here will help in the attempt 
to find a solution for the problem of unemployment in the coal industry and other 
industries during a period of prosperity. We think a cause has been established 
for this unemployment—it is unfair import competition. There are other reasons, 
but almost every industry which is experiencing difficulties today complains that 
products from abroad are helping cause them. 

I don’t have to tell you that the testimony heard here shows clearly that the 
coal industry is in a most serious situation. There are some fundamentals about 
this situation which should be stated and restated. Among these are: 

1. American bituminous coal production in 1954 was less than 400 million 
tons—a decline from a peak of 631 million tons reached in 1947. 

2. Employment in the bituminous coal industry has dropped from 441,631 in 
1948 to approximately 200,000 at the end of 1954. Unemployment compensation 
payments have been climbing steadily in West Virginia, Virginia, Kentucky, 
and other coal States—particularly in the South—for several years. Unemploy- 
ment benefits paid to coal mine workers in the State of West Virginia rose from 
41,700,000 in the final quarter of 1953 to $3,345,000 in the last quarter of 1954. 
Total payments to unemployed in West Virginia increased from $3,464,000 to 
$6,962,000 in the same period. 

38. The current level of production of the domestic coal industry has fallen 
below the peril point for national safety, and the industry, vast as its reserves 
and potentials are, could not now, or for some time to come, meet the demands 
for energy that war would thrust upon it. 

4. During the 1948-54 period, the imports of residual oil rose from 53,246,000 
barrels in 1948 to 136,209,000 barrels in 1953 and 131,846,000 barrels in 1954. 
What the figures will be, both as to unemployment and imports of residual 
oil, when several years from now the St. Lawrence seaway is completed and 
this residual oil flood then runs throughout our Midwest coal markets, as well 
as the east coast markets, is something frightening to contemplate. 

The outline of the problem of unemployment throughout the bituminous coal 
areas has been very ably presented by such men as Walter R. Thurmond ; Con- 
gressman Van Zandt, Congressman Bailey; the comments from the able chair- 
man; the representatives of the independent oil producers and last, but not 
least, the outline of this problem by the United Mine Workers of America. I 
will not attempt to review all of the testimony and in order to save the time 
of the committee, I will try to avoid repeating it. However, I think it is per- 
tinent that we inscribe on this record as indelibly as possible, the fact that 
those who have testified here have indicated that close to 1 in every 10 of all 
of the population in Pennsylvania, West Virginia, and Kentucky, are now on 
surplus-food handouts with all of the humiliation that implies and that in 
some of the coal-producing counties, the figure runs as high as 1 in every 3 
persons. 

In anticipation of comments and questions from our critics, it is only fair 
to say that there are other factors than imports, which have had a great effect 
upon the markets of bituminous coal. Two of the greatest were the diesel loco- 
motives and that other great invention, the long-line pipeline. Both of these 
will go down in history as monuments to the ingenuity of man. No industry 
has ever had to face such developments in such a short time as did the bitu- 
minous coal industry. Both came to fruition at approximately the same time 
and both in a period of less than 10 years. 
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The inroads of natural gas for home heating, and the difficult problem of cheap 
dumped gas for utilities and industrial purposes have hurt us badly. We are 
trying to do something about both, for our own good and for the welfare of 
the Nation. As far as diesel locomotives are concerned, the coal industry and 
other industries allied with it, have spent hundreds of thousands of dollars 
trying to perfect the coal gas turbine locomotives. 

These are domestic issues and we have to face them and we will, with all 
of the strength at our command. However, the matter of importation of resi- 
dual oil cannot be placed inthe same category. It is an abnormality developed 
by the policy of our State Department and by an international oil cartel. 

Residual oil, as its name indicates, is a heavy black oil left after crude oil 
is refined. It is used for ships, in large factory installations, certain generating 
plants of electric utility companies, and some large buildings. It is not used 
for the ordinary domestic heating purposes for homes or general industrial 
use because massive special burning equipment is necessary for its use. 

We badly need the help of the Congress of the United States if we are to deal 
effectively with the residual-oil problem. 

Walter R. Thurmond, secretary of the Southern Coal Producers Association, 
told this subcommittee on March 7, that most of New England’s coal goes 
from our southern area through Hampton Rhoads. It is carried primarily by 
three great railroad systems, the Chesapeake & Ohio, the Norfolk & Western, 
and the Virginian. 

In any effort to emphasize our problem and with full knowledge that the 
figures will be repetitive to some extent, I think it is worth a moment of our 
time here to review certain figures having to do with New England and the 
eastern seaboard. As I stated above, residual-oil imports have increased from 
53,246,000 barrels in 1948 to 136,209,000 barrels in 1953. At the same time and 
over the same period, the installed capacity in millions of kilowatt-hours, the 
Boston Edison Co. increased from 157.9 in 1948 to 320.4 in 1953. During that 
same period the use of coal in thousands of tons by the Boston Edison Co. was 
448.3 in 1948 and only 1.4 in 1958. The residual oil consumed in thousands of 
barrels rose from 11.0 in 1948 to 3,397.3 in 1953. This is a dramatic example 
of what happened to our coal market by this public utility, when this flood of 
residual oil came into our east-coast markets. Using the unit of 4.2 barrels 
residual oil as equal in heating value to a ton of coal, it is easy to see that 
there has been a displacement in 1953 of over 32 million tons of coal annually 
in this east-coast market. This, of course, does not include the residual oil 
produced from imported crude, which would raise these totals to approxi- 
mately 50 million tons of coal annually. 

It is interesting to note that our critics carp on the fact that we would not 
be able to retrieve 50 million or 36 million tons equivalent, if the residual oil 
were to be shut off. We are well aware of that, but, with this flood diminished 
and controlled in accordance with the amendment presented to the Senate by 
the chairman of this subcommittee, we would reach a much better competitive 
relationship and we know on every careful examination that there is almost 
certainty of a return of better than 25 million tons of coal. There will be some 
increase in domestic production of residual oil, but, domestic production of resi- 
dual oil is an entirely different matter. First, from the same amount of crude 
the domestic refineries produce less than one-half the amount of residual oil that 
is produced from the refineries in the Caribbean and Venezuela. Secondly, 
domestic residual is not subject to market fluctuations that affect imported resi- 
dual oil. Later on in my paper I will comment on price fluctuations. 

I do not need to remind the chairman that an inquiry into the unemployment 
in the coal and other industries which he headed in 1950, recommended that 
something be done to curb residual imports. And now in 1955, 5 years later, 
we find the chairman is the sponsor of the Neely amendment which attempts 
to limit the flood of residual oil. We sincerely hope that his amendment to 
H. R. 1 will be passed. All of his fears as expressed in 1950 have come true one- 
hundred-fold. The damage done by these imports has increased steadily since 
the previous inquiry ceased. Moreover, it has become plain that the residual 
imports are not the normal flow of trade but are a part of a plan drawn by an 
international cartel composed of giant oil companies which have tremendous 
wealth and power. 

I feel our own State Department knows very well that a large part of the 
residual-oil imports from Venezuela and the Middle East are being dumped in 
the United States at the expense of the domestic-coal industry. Furthermore, 
it is my opinion that our own State Department does not have enough concern 
for the welfare of the domestic economy. In almost every trade controversy be- 
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tween domestic interests and foreign interests, since World War II, the State 
Department has taken the side of the foreign interests. 

My charges may sound rather harsh but I have made them before; I have 
never seen them refuted, nor any real effort made to refute them. As is stated, 
I think residual-oil imports should be continued. The evidence indicates that 
the dumping of residual oil in the United States is the byproduct of a cartel’s 
operation and I think Congress should act promptly to put a stop to this scheme 
which is helping ruin the coal industry. 

Let me briefly sum up this residual-import situation as we see it : 

1. An international oil cartel has divided up the world market. 

2. The sharply rising imports of residual oil from Venezuela are a part of the 
world-market plan. 

3. These regional imports do not really benefit Venezuela and they are helping 
wreck the domestic-coal industry. The ones who really profit are the big oil 
companies. 

A natural question is what evidence do we have of this oil cartel? Does it 
exist, or is it something dreamed up to help stop residual imports? 

In 1952, the Federal Trade Commission made a staff report to the Senate 
Select Committee on Small Business entitled “The International Petroleum Car- 
tel.” The report charged that seven major oil companies—Anglo Iranian Oil 
Co., Ltd.; Gulf Oil Corp.; Royal Dutch-Shell; Standard Oil Company of New 
Jersey ; Standard Oil Company of California; Socony-Vacuum Oil Co.; and the 
Texas Co.— dominated the world’s production, distribution, and marketing of 
oil. For example, the report said that the 7 international petroleum companies 
in 1949 accounted for more than half of the world’s crude production of oil, 
excluding Russia and her satellite countries. These 7 giants accounted for 99 
percent of the output in the Middle East, 96 percent in the Eastern Hemisphere, 
and almost 45 percent in the Western Hemisphere. 

These 7 controlled in 1950 almost 57 percent of the world’s crude oil refining 
capacity. In the Western Hemisphere, excluding the United States, they held 
more than 75 percent of the refining capacity; and in the Eastern Hemisphere, 
79 percent. Excluding the capacity of the United States and that of Russia, 
the 7 giants owned more than 77 percent of the rest of the world’s refining 
capacity. 

The seven held an even greater control over the cracking capacity of the world, 
and the cracking capacity has more economic significance than crude refining 
capacity. In 1950, the international cartel owned 47 percent of the cracking 
capacity of the United States, 53 percent of the Western Hemisphere, 84 percent 
of the Eastern Hemisphere, and 55 percent of the rest of the world. 

The giants own two-thirds of the totally privately owned tanker fleet and 
one-half of the world’s tanker tonnage. 

All the important pipelines outside the United States are owned by the seven. 

Through interlocking directorates, the FTC staff report charged, the cartel 
dictated prices and the division of markets throughout the most of the world. 

Following publication of the FTC report, the Department of Justice began an 
investigation, and a Federal grand jury in the District of Columbia started hear- 
ings on possible criminal charges of antitrust violations. However, on April 14, 
1953, Attorney General Brownell announced he would file a civil complaint, 
charging maintenance of a world petroleum cartel in violation on the antitrust 
laws. He said he would move to have the court terminate the pending grand jury 
investigation of criminal charges because (and I quote the Justice Department 
press release of that date) “because existing world tensions require that, in the 
interests of national security, enforcement of the antitrust laws in this case be 
pursued through civil proceedings.” 

Sure enough, the criminal investigation was dropped, and on April 21, 1953, a 
civil suit charging five major American oil companies with conspiracy to violate 
the antitrust laws was filed. These five American companies were Standard Oil 
Company of New Jersey, Socony-Vacuum Oil Co., Inc., the Texas Co., Standard 
Oil Company of California, and the Gulf Oil Corp. The 5 have combined assets 
of more than $10 billion. 

Among other things, this civil suit charged that these five major United States 
companies have been engaged since 1928 in a continuing agreement and concerted 
action to maintain control over foreign production and supplies of petroleum and 
products; to regulate imports in order to control prices, and to divide world pro- 
ducing and marketing territories. 

Mr. Chairman, this suit was filed almost 2 years ago. What has happened to 
delay trial of the suit, I have no way of knowing. We are told at the Depart- 
ment of Justice that the action is in the “live-inactive file,” whatever that means, 
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and the Wall Street Journal recently reported that Government and company 
attorneys are expected to get together this spring to discuss ways of getting the 
case off the district court “inactive list.” 

Nevertheless, nothing has been done. Meanwhile, cheap residual oil allocated 
for dumping in this country by the international cartel continues to increase in 
volume. The American coal industry continues to suffer shrinking markets, 
losses, and fast mounting unemployment as a result. 

(Mr. Chairman, I have here a mimeographed copy of the Department of 
Justice’s civil complaint against these companies, as well as two press releases 
relating to it, both distributed by the Department. If you think they would be 
helpful, I would be glad to file them for the record. ) 

This story in the Wall Street Journal to which I referred was a very interesting 
one. It stated that the Secretariat of the United Nations Economic Commission 
proposed that governmental machinery be established to fix the right prices for 
crude oil produced in the Middle East and sold in Europe. The report says in 
effect that the international cartel is charging too much for petroleum and 
petroleum products in Europe and wants something done about it. The com- 
panies referred to are the 7 named in the FTC report and 1 other company, a 
French concern, Compagnie Francaise des Petroles. 

The United Nations’ report, contained in a document prosaically entitled, ““The 
Price of Oil in Western Europe,” was prepared by the U. N.’s Economie Commis- 
sion for Europe. It has not been published. Indeed, according to the Geneva 
correspondent for the Wall Street Journal, staff members of the Economic Com- 
mission have admitted that pressure has been applied by oil companies and by 
the American Government to keep it from being published. Copies were even 
withdrawn from the private document in ECE headquarters in Geneva. 

At any rate, its contents and the attempts to hush it up resulted in headlines 
in the London Daily Express and these charges against the international 
petroleum cartel: 


“PrerROL Report HusHED Up 
“Oil Bosses Intervene To Stop United Nations Giving the Facts—Proof Copies 
of Findings Destroyed To Silence Critics g Combines Accused of Keeping 
up Prices in Britain” 





Similar stories appeared in the Daily Telegraph, Manchester Guardian, News 
Chronicle, and Daily Mail in England, and in other European papers from Britain 
to Switzerland and Italy. 

I don’t wonder that European consuming nations are upset at these disclosures 
that the international oil cartel is able to fix prices that force their citizens to 
pay extra for a gallon of gasoline or a barrel of fuel oil. 

Perhaps some of you will remember the so-called Brewster hearings, conducted 
by a Senate committee in 1947-48. The hearings concerned themselves primarily 
with the purchase of oil by the United States Navy in 1945 for delivery to the 
French Government under the Lend-Lease Act. The purchases were made by the 
Arabian American Oil Co., a subsidiary of the Texas Co. and the Standard Oil 
Company of California, two members of the oil cartel. 

The evidence showed that the oil bought by the Navy came largely from Saudi 
Arabia and the island of Bahrein. The cost of producing Saudi Arabian crude 
was about 40 cents a barrel, including a royalty of 21 cents. The cost of pro- 
ducing a barrel of Bahrein crude, including a royalty of 15 cents, was estimated 
at 25 cents per barrel. 

Yet, the oil was sold to the Navy at a price of $1.05 per barrel for crude, and 
upward. The cost to the Navy set the pattern for prices paid by other purchasers. 
The committee concluded that the oil cartel overcharged the Navy and its other 
customers by the millions. 

As we see it, a primary reason for the excessive price charged those who bought 
the oil owned by Standard and the Texas Co. was a worldwide pricing arrange- 
ment whereby the price of crude in the Persian Gulf w as set at the same figure 
as the United States gulf price. 

The oil cartel used a dual point-basing-price system, and apparently this 
system still is in use, although the basing points may have shifted. Instead of 
the Gulf of Mexico, I understand that one basing point now is the Caribbean. 
But, the effects are the same. Although the cost of producing oil in Saudi 
Arabia and other points in the Middle East may be very cheap, the customers 
get no benefit. The market is rigged. 
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Residual oil is being dumped on the east coast at the expense of the coal 
industry. The purchasers of this oil may feel they are getting a bargain. They 
are deluded. The international oil cartel isn’t giving any bargains. When the 
cartel lowers the price of residual to put out any threatened competition from 
coal prices, it has no trouble in more than making this up by increasing the cost 
of gasoline and lighter oil products. It was reported in the press the other day 
that automobile gas was increased 1 cent per gallon by 1 of the larger companies 
which, of course, will affect the whole market for automobile gasoline—and this 
increase caused not a ripple of public reaction. 

About 60 percent of the oil brought into this country is imported by the 5 
American companies named in the Department of Justice suit. These companies 
are a large part of the world petroleum cartel—a veritable international eco- 
nomic octopus which extends its grasping tentacles into the far reaches of the 
free world in search of low-cost, large-volume sources of oil. The cartel, operat- 
ing and organized—unfortunately—under the protection of American law, is 
the most gigantic trust in the history of mankind. It has made pikers out of 
the vast postwar European cartels and our oldtime trust. And it is growing 
stronger, not weaker. 

As I have stated, the 5 listed oil-importing companies have combined assets 
of over $10 billion. These 5 American-based companies, together with 2 large 
foreign combines, own about 80 percent of the entire free world’s proved oil 
reserves outside the United States. In 1954, these seven produced over half the 
free world’s oil outside of the United States. 

Each of these giant companies has vastly more proved oil reserves outside 
this country today than it does within it. For every barrel they produced in 
this country last year, they produced two in foreign countries, although the 
United States is still the world’s No. 1 consumer of petroleum products; and 
although we still have vast, unexplored, and untapped reserves of our own. 

It is clear, then, that these companies, although American based, run by 
Americans and protected by American law, are, in reality, foreign oil companies 
with American names. Their key properties and their real financial interests 
lie elsewhere than in this country. 

It is interesting to note that Mr. Monroe J. Rathbone, president of Standard 
Oil of New Jersey, in a letter to the Honorable Jere Cooper, chairman of the 
House Ways and Means Committee, under date of January 26, 1955, submitted 
the following information: 

“Production in 1954, Jersey affiliates produced 1,889,000 barrels of crude oil per 
day, of which 1,441,000 barrels, or 76 percent, were produced abroad and 448,000, 
or 24 percent, were produced in the United States.” 

Mr. Rathbone submitted similar information in 1949 indicating then that 
620,000 barrels a day were produced in other Western Hemisphere countries than 
the United States and 337,000 barrels a day were produced in the United States. 
It is quite evident that since 1949 Standard Oil of New Jersey has increased its 
production by 932,000 barrels per day. However, of this increase only 111,000 
barrels originated in the United States and 821,000 barrels represented an in- 
crease in their foreign production. 

There then is ample evidence of the existence of the international oil cartel. 
Its existence and details of its operation have been revealed in reports by an 
agency of the United States Government, by a Senate committee, and by a United 
Nations staff group. The Department of Justice has filed a civil suit against 
five major United States companies. 

But what is the relationship between the international cartel and Venezuelan 
residual oil? 

That, too, is well established. 

Three of the companies which help form the international cartel, Royal Dutch- 
Sheil, Standard Oil of New Jersey, and the Gulf Oil Corp., all have been closely 
associated with the exploitation of Venezuelan oil. 

In fact, the FTC report says that: 

“These three companies have jointly maintained a pervasive control and 
influence over the Venezuelan industry in all its aspects, from exploration and 
development to the marketing of the end products.” 

The FTC report then describes the subsidiary companies and the complicated 
arrangements set up in Venezuela by the Big Three, including the fixing of quotas 
for production. There is little question that Venezuelan production and market- 
ing in almost all its phases is controlled by the Big Three already named. 
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Up until about the beginning of World War II very little residual oil was 
imported into this country. As a matter of fact, various tariff regulations and 
voluntary restrictions held imports of petroleum products to about 4 or 5 percent 
of domestic production, and in 1939 a reciprocal-trade agreement with Vene- 
zuela officially limited imports of oil to approximately 5 percent of that processed 
in domestic refineries during the preceding year. Under this agreement, total 
United States imports of residual oil in 1940 were only 29 million barrels, or the 
heating equivalent of about 7 million tons of coal. 

This Venezuelan treaty was not changed. Our State Department did not 
publicly announce that it had decided that Venezuela should be permitted to ship 
us more cheap residual oil, and thus renegotiate its treaty with that country. 
Instead. it concluded a new treaty with Mexico in 1948, a nation that produced 
very little residual fuel oil—but under this Mexican trade agreement there was 
no restriction on the amount of residual oil that could be shipped into the United 
States—and, of course, the famed “most favored nation” clause extended this 
right to every other country, including Venezuela. This opened the way to the 
dumping which has followed. 

Yet, the increase in residual imports is not of itself proof of dumping or ar- 
rangement which is predicated on the selfish interests of the oil cartel. Never- 
theless, when we look at the overall Venezuelan situation we find circumstances 
which cannot but lead to the conclusion that the coal industry is being victimized 
by the cartel. Here are some of these circumstances : 

1. Venezuelan production and marketing is controlled by the cartel which has 
divided up the world market and which has eliminated real competition. 

2. The end result of this control clearly indicates that the world cartel is oper- 
ating its Venezuelan production as a part of a world scheme and that both Vene- 
zuela and the coal industry are injured in the process. 

One does not have to be an oil expert to know that gasoline and the so-called 
lighter products resulting from the processing of crude oil are more valuable 
than the heavier products, like residual. 

Nevertheless, the production pattern from Venezuela oil is toward more and 
more residual, comparatively speaking. 

While other petroleum producing areas are tending toward more complete 
refining of their crude oil, with less and less left over in the form of residual, 
Venezuela and the Netherlands West Indies, where much Venezuelan crude is 
refined, continue to turn out a very high percentage of residual, to their own 
economic disadvantage. 

In 1949, Venezuela’s production of residual was equivalent to 7.1 percent of 
its total crude production. Residual production rose to 14.2 percent in 1953 and, 
based on the first 10 months of operation, was approximately the same in 1954. 

In other words, compared to their total output of crude, the Venezuelans are 
now turning out exactly double the volume of residual they did 5 years ago. On 
an absolute basis, production of residual has risen from 34 million barrels to 97 
million (estimate based on first 11 months of 1954) or 182 percent in the same 
period. Since 1946, residual output has increased 328 percent. 

This is especially curious when we consider the trend in gasoline versus resid- 
ual oil prices in this same period. Between 1949 and 1953, residual oil prices 
(average price of bunker C at New York harbor) rose 26 cents per barrel, where- 
as gasoline prices, also on a per barrel basis, climbed 75 cents. Clearly, the re- 
turn on gasoline would have benefited Venezuela’s producers much more than 
their residual sales. 

In contrast, the rest of the world’s major petroleum producers actually re- 
duced the percentage of residual produced as compared to total crude runs to 
stills by about 5 percent. 

Thus, the vast increase in residual production in the Caribbean has not fol- 
lowed a world marketing or consumption pattern. Instead, the inference is clear, 
in my opinion, that it was a contrived and carefully controlled program of re- 
fining designed to capture the coal market of America’s North Atlantic coast, 
while protecting other world markets for gasoline and lighter oils produced by 
other holdings of the international cartel members. 

There also have been claims that this high percentage of residual or waste 
oil production in Venezuela and the Netherlands West Indies has been unavoid- 
able because of a lack of adequate refining capacity in those areas. But this also 
proves to be a fallacy. 

As witnesses for the oil industry have admitted, the refineries in Venezuela 
and the Netherlands West Indies have been greatly modernized and are now 
capable of producing a very high proportion of light, high-grade products. 
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As for the quality of Venezuelan oil and its suitability for the production of 
more highly refined products, that country’s own Ministry of Mines and Hydro- 
earbons reported in 1952 that Venezuelan crude average 24-35 degrees gravity 
and could, by mild cracking, be made to yield only about 40 percent residual. 

Instead, Venezuelan and West Indies refineries operating on Venezuelan crude 
are averaging better than 60 percent residual, despite the fact that the growing 
world market demand is for higher valued oil products. 

It seems obvious that gasoline and other refined products could be produced 
in that area and shipped and sold to other world markets at considerably.more 
profit than the producers realize from the residual to which they virtually limit 
production for export to the United States. The Venezuelans are losing 
money on residual, comparatively speaking. 

With a tariff of only about 1 cent a gallon on gasoline, and with tanker shipping 
rates north of Hatteras having dropped from $0.798 to $0.269 per barrel 
since 1951, gasoline from the Venezuelan area apparently could undersell and 
preempt the American market just as residual oil is underselling and driving 
out coal. 

The devastating impact on the domestic oil and coal industries of the cartel’s 
pricing practices for imported residual is clear if a few figures are examined. A 
15-cent per barrel variation in the price of residual oil is the equivalent of an 
approximately 60-cent per ton variation in the price of bituminous coal. Be- 
tween November and December 1948, the price of foreign residual at New 
York Harbor declined 33 cents per barrel—from $3.05 to $2.72. By April 1949 
the price had dropped to $1.82, and by June 1949 to $1.60. Thus, between 
November 1948 and June 1949 the price of residual had dropped $1.45 per 
barrel. In terms of coal equivalent, this represented a reduction of $6.04 per 
net ton, delivered price. 

Between January 1949 and July 1954, the price of foreign residual at New 
York ranged from a high of $2.45 to a low of $1.60. Oil at $1.60 per barrel 
at New York is the equivalent of coal at $6.67 per net ton delivered at the 
harbor. It is this type of competition which coal cannot meet. 

The electric utilities are now coal’s major market. In 1951, residual fuel 
oil, principally of foreign origin, held 97 to 100 percent of the utility market 
in Maine, New Hampshire, and Vermont; 55 percent in Massachusetts and 
Rhode Island; and 37 percent in New Jersey. Posted prices on residual fuel 
oil were cut still further in mid-1952 and early 1955 by 45 cents a barrel, and 
in some areas the price concessions were even more severe. 

At the time east coast residual fuel oil prices were cut 35 cents from 
$2.45 to $2.10 per barrel (August 1952) the prices of household and light com- 
mercial heating oils (Nos. 1 and 2) rose at Boston, New York, and Baltimore 
the equivalent of 33 to 47 cents a barrel. Chicago prices, unaffected by foreign 
residual, on these household fuels remained unchanged. As these products 
all come from a common barrel of crude, the effect was to subsidize the com- 
mercial users of residual at the expense of homeowners. 

In August 1954, by direction of President Eisenhower, a committee known 
as the President’s Cabinet Committee of Energy Supplies and Resources Policy 
was formed and I would like to quote a few paragraphs from the staff report 
to that committee. This report was prepared just last November. In consid- 
ering residual fuel-oil imports in relation to domestic fuel prices, under a 
section significantly enough headed : 

“Foreign residual oil has a free hand to oust coal.” 
the survey reports: 

“From the standpoint of supply, there is apparently no physical limitation 
upon the capacity of world oil interests to lay down residual fuel oil on the 
east coast at an arbitrary price of its own choosing. The lower costs of trans- 
portation enjoyed by foreign residual oil imports through availability of foreign- 
flag vessels gives imported residual oil a market price flexibility which coal does 
not have. * * *” 

In this connection, we should not forget that the international oil cartel owns 
two-thirds of the world’s privately held tanker tonnage. 

The oil companies say that other things have hurt us much more than 
residual oil. Perhaps so, but that is no excuse for the dumping of residual 
and, as I have indicated previously, we strongly feel that only the Congress can 
give us relief from a situation which has grown intolerable. 

We respectfully ask this subcommittee to use its influence to achieve the fol- 
lowing objectives : 

1. An immediate congressional inquiry to determine the reason for the delay 
in pressing the case against the international oil cartel. 
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2. Amend pending tariff legislation to curtail the dumping of residual oil in 
the United States through a quota on residual imports. 

I want once more to commend the chairman and members of this subcommittee 
for this inquiry. Insofar as coal is concerned, I hope it will continue. 


Thank you. 

Mr. Moopy. That hearing, called to determine the actual damage 
being done the American economy, was just one of a number before 
which I and other representatives of the coal industry have appeared 
in recent years. Time after time this damage has been proven beyond 
any possible question. And time after time we have felt that Con- 
gress could not fail to take action to provide some protection for the 
thousands of people whose livelihood has been destroyed or seriously 
affected by these cheap and inexcusable imports. 

But still nothing has been done, and residual oil is pouring into 
the country from abroad in greater quantities than ever. 

Through September 7, 108,291,800 barrels of residual oi] had been 
dumped on the shores of the United States—the equivalent in heating 
value of 25,990,000 tons of coal. This was 5 million barrels more than 
had been shipped in during the same period in 1955. When we add 
to this the millions of tons of residual left after the refining in this 
country of imported crude oil, the figure becomes even more alarming. 

The following table gives an idea of the economic damage done to 
the domestic coal industry, and particularly to the southern segment 
of it, by foreign residual oil in recent years. 

(Table referred to appears in Mr. Moody’s prepared statement on 

. 1009.) 

Mr. Moopy. The gentleman asked of Mr. Lamb why didn’t they 
use the criterion of residual oil rather than crude oil, or why didn’t 
they tie it into coal, is one of the things that brings me here this 
morning. It seems to me we have shown this important and very 
serious damage to our coal mdustry by the dumping, if you want to 
use the word “dumping.” My idea of dumping is the matter of bring- 
ing this oil here on a planned basis at prices that over a long period 
of time did ordinarily undercut the price of coal. 

Right at the present time there seems to be a situation that is that 
way, but I wonder if that is an actual permanent condition, gentle- 
men, or is it a matter of rather shrewd manipulation? Iam always 
a little bit afraid of coincidence. 

For instance, in the Journal of Commerce this morning—TI read it 
just before I came over here—it might be reference could be made in 
the record for the reading of the members of the committee—but on 
one page there is reference to your hearing, there is reference to ODM 
imports, ruling on oil due in a week and United States imports down 
sharply, and, although when you read the residual you find it totaled 
this year 356,700,000 barrels as opposed to 326 last year, in the same 
period of time, I wonder if that is just coincidence or if it doesn’t 
prove my point that we are dealing with a very nicely controlled 
cartel, worldwide, that can impose its tremendous pressure on our 
markets on the east coast almost at will and almost overnight. I don’t 
know that. It is just that it looks funny that we seem to have to fight 
this same battle over and over and over, and I would like to ask this 
committee to consider my testimony, and to consider very carefully, 
if there isn’t some way that the Congress can impose the necessity on 
the part of the administration, ODM, or any agency they wish to pick 
that somehow there be an orderly method to this. I don’t know the 
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whole answer. Maybe it could be that each year there would be a 
presentation of anticipated imports of residual, a review of it by an 
expert committee, and a determination then of what would be needed 
as far as fuel is concerned. 

We have to anticipate ordinarily 6 months ahead in that sort of 
thing, so it would not be unreasonable to ask these large oil organiza- 
tions to anticipate their residual imports for a year ahead and then 
have approval of that, and we would know where we were, they would 
know where they were, and we wouldn't be all the time fighting here 
in the Congress, in the administration, and we would have an orderly 
method by which this great damage might be minimized. 

Mr. Chairman and gentlemen, these facts I have cited are not new. 
They merely bring up to date the continuing damage the American 
coal industry is suffering from unrestrained imports by the world oil 
cartel. It should be painfully clear by now that these interests have 
no intention of voluntarily relinquishing this market, no matter what 
it does to the domestic economy. And even though temporary and 
unnatural world conditions occasionally bring the price of residual 
oil up to the level of or even a little higher than coal, as they have at 
this time. there is no way to compete with it in the long run. 

As the President’s Cabinet Committee on Energy Supplies and Re- 
sources Policy declared in November 1954, “there is no physical limi- 
tation upon the capacity of world oil interests to lay down residual oil 
on the east coast at an arbitrary price of its own choosing,” nothing 
has happened to really change that situation today. 

True, the coal industry today is in better shape than it has been 
in recent years. Production this year will probably reach some 500 
million tons, considerably higher than the 460 million tons last year, 
and only 120 million tons below the peak production figure reached 
in 1947. 

But nothing could be more false than to assume that the current 
improved market demand has already brought the coal industry into 
a realm of real prosperity. Costs have continued to increase, and the 
average profit realization per ton today, particularly in the deep mines 
of our southern bituminous area, is only a few cents. 

Make no mistake about it. The 50 million to 55 million tons of 
sales which imported oil will cost us this year will make a major 
difference in the domestic coal industry, to say nothing of the two- 
thousand-odd workers it leave unemployed and the millions of dollars 
in corollary revenue lost to the railroads, the suppliers of the mines, 
and the storekeepers, and others who make a living from servicing 
the coal-mining companies and their employees. 

This damage, of course, is just piling up on top of the serious hurt 
that has already accrued in the past few years during which residual 
imports have become a critical problem. In the 4% years since 1951, 
for instance, imported residual has amounted to the equivalent of 
222 million tons of American coal. This amount of coal would have 
meant more than $1 billion in sales to the industry, $739 million in 
freight revenue to the railroads, and at least one-half billion dollars 
in wages to the miners. 

As I remarked earlier, the story of this damage has been often told 
and the case for domestic coal has been clearly proven. We in the 


industry sincerely hope that at long last Congress may be prepared 
to act. 
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_ It is our understanding that no action to force a reasonable reduc- 
tion in these imports was taken during the last session because those 
Representatives and Senators concerned over the coal industry were 
convinced that the Government intended to set up a practical volun- 
tary system, and to see that it accomplished its purpose. 

I am sorry to say that this has not been done. I understand that 
several Congressmen are determined to introduce remedial legislation 
in the next session, and I sincerely hope that the Ways and Means 
Committee will take favorable action on it. 

We feel that our case has long been made. It is past time for action. 
Thank you. 

I think that must be a record. I never have been before a congres- 
sional committee and shut my mouth so quick. 

Mr. Harrison. Thank you very much for your presentation. 

Mr. Moopy. Do you want this Journal of Commerce? 

Mr. Harrison. Yes. 

Mr. Martin. 

Mr. E. Martin. Help me understand your statistics on page 5. 
Your tons of coal displaced by imported residual. Do you take the 
total imported residual and estimate the residual that was made from 
imported crude, add those together, and translate that into tons of 
coal ? 

Mr. Moopy. B. t. u. equivalent. 

Mr. E. Martin. Do you really think all that oil displaces coal ? 

Mr. Moopy. I think this: That if it did not come in, coal would be 
used. 

Mr. E. Martin. You think coal would be used in the ship’s bunkers 
in which this oil is used ? 

Mr. Moony. I do not think there is any bunker oil in there, sir. 

Mr. E. Martin. That is what, then? A great deal of the imported 
residuel goes into ship bunkers. 

Mr. Moopy. But it is generally so designated on the import records 
in both Bureau of Mines and Journal of Commerce, oil used as bunker 
oil. It isseparated in that as a category. 

Mr. E. Marttn. This, I take it, represents only oil that is used 
shoreside for industrial purposes? 

Mr. Moopy. That is right. 

Mr. FE. Martin. In which you think coal could be substituted ? 

Mr. Mcopy. That is my opinion, sir. It is a hypothetical or theo- 
retical situation, of course, but I used it to show the size of the import 
as it is looked at from the standpoint of the coal industry. After all, 
I represent the coal industry. I have used there the potential lost 
to the railroads. Maybe I should have had “potentially” all the way 
through. I will grant that for the record. 

Mr. E. Martrn. Please help me with the value. Take 1956 value 
per ton, $5.05. Is that the value that the coal would have had or is 
that the value at which the oil was sold ? 

Mr. Moopy. No; this is the coal figure. 

Mr. E. Martin. I wanted to get that straight. 

Mr. Moopy. This is the coal picture. I have not tried to evaluate 
the residual oil. 

Mr. E. Martin. Are these imports very much in excess of our 
exports of coal? 
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Mr. Moopy. They are in this way: That this year, I don’t know 
what the exports will be. Weare very much interested in that because 
a lot of it comes out of the same place we lose this market; in other 
words, in the southern coalfields. This residual oil hits the southern 
production probably more severely, though it hits all the industry. 
The exports come out of the southern coalfields, so there is a quid 
pro quo as far as that is concerned. 

Our export last year was 34 million tons. I do not know what it 
will be this year with the world situation, the “Suez problem,” and 
the demand for more coal—I don’t know how we will wind up the year. 

Mr. E. Martin. Just see if I understand the statistics. You say 
we exported 34 million tons of coal last year and we imported 50 
million tons of coal in the form of residual fuel oil. 

Mr. Moopy. Yes; but the export of coal did not go to the countries 
from which we imported the residual. 

Mr. E. Martin. I would not expect it. 

Mr. Harrison. Mr. Morrison. 

Mr. Morrison. The figure I have for exported coal in 1955 was 54 
million tons. 

Mr. Moopy. That includes Canadian, which I guess is technically 
export, but it is an entirely different problem of going across the lakes. 

{r. Morrison. Do you think that the trade-agreement concessions 
gotten for coal in certain foreign countries were of any advantage to 
you? 
: Mr. Moopy. Particularly what do you refer to, sir? 

Mr. Morrison. I believe there were concessions on coal in the Ger- 
man tariff on coal obtained under the trade-agreement program, par- 
ticularly, I guess, with respect to quotas. 

Were these of any advantage to the domestic coal industry, do you 
~ rose ¢ 

Mr. Moopy. In the case of Germany, as I remember the negotia- 
tions—and we did have some conversation on it—I don’t think there 
were any tariff concessions, at least none that I happen to know of, 
and I am not a tariff expert, but there was a matter of untangling 
the matter of purchase of coal in Germany through the German Coal 
Purchasing Commission, and the matter of tonnage and matter of 
allowance of money for payment of coal. In the European nations 
we have had a continual problem of: How do you pay for it? For 
instance, in France they have an organization that buys all of the 
coal for France. In England you have the Control Board where they 
can buy a million tons or 5 wien tons or cancel it. In Germany it 
is pretty well free dollars purchased by importers. These is no ques- 
tion but that has been a much more satisfactory arrangement. 

Mr. Morrison. I think part of the trade-agreement program has 
been to secure alleviation of such restrictions. 

Mr. Moopy. I do not happen to know of anything—I do not know if 
you are referring to GATT or OTC or anything of that sort—I don’t 
know of any particular instance where they have been specially 
effective. 

Mr. Morrison. What has been happening to the domestic produc- 
tion of residual ? 

Mr. Moopy. Well, in what way do you mean; total tons? 
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Mr. Morrison. Have they been going down or up? My impression 
is that with the refining processes that have been introduced there has 
been less recovery of residual. 

Mr. Moopy. That is the information I have that as the refining 
methods—you will notice I mention in my testimony that actually if 
we were to apply the same refining methods to the other oils of the 
Venezuelan character that we do the American, it is the information 
given me, I don’t know anything about refining, the information given 
me, however, is that would reduce the supply of residual considerably. 
It is one of the reasons there has been no conflict between ourselves 
and the American domestic oil producers. 

Mr. Morrison. I do not have the figures, either, but I was wonder- 
ing if the increase—— 

Mr. Moopy. Iam sure they are available. 

Mr. Morrison. [I was wondering if the increased imports of residual 
had replaced production of domestic refineries in part. 

Mr. Moopy. If the testimony which the petroleum producers have 
oresented—I understand they presented it here—is accurate, and I 
velieve it is, in all probability they have the increase of foreign crude 
which produces in addition to that the residual that probably has more 
than replaced any domestic residual that would have been produced. 

Mr. Morrison. That is all. 

Mr. Harrison. Thank you very much. We appreciate the informa- 
tion you have given the committee. 

Next is Mr. John D. Jillson, appearing on behalf of the Anthracite 
Institute. We are happy to have you. Proceed in your own way. 


STATEMENT OF JOHN D. JILLSON, VICE PRESIDENT, ANTHRACITE 
INSTITUTE, WILKES-BARRE, PA. 


Mr. Jirison. Thank you, Mr. Chairman. 

In the interest of conserving the committee’s time I will give an 
expurgated version of my statement and trust that the statement in its 
entirety will be included in the record. 

Mr. Harrison. As you choose, sir. 

Mr. Jittson. My name is John D. Jillson. I am a resident of Leh- 
man, Pa., vice president of Anthracite Institute of Wilkes-Barre, Pa., 
an organization representing companies producing over 80 percent of 
the total anthracite or hard coal. 

Over 99 percent of the anthracite produced in the Western Hemi- 
sphere comes from an area of 484 square miles in northeastern Penn- 
sylvania. Furthermore, approximately 99 percent of the Nation’s 
anthracite reserves are located in that same small section of Pennsyl- 
vania. 

At the average rate of production for the past 3 years, the recoverable 
reserves of Pennsylvania anthracite, assuming 50 percent recovery, 
are sufficient for approximately 216 years. 

We appeared before this committee on January 31, 1955, during 
the committee’s hearing on H. R.1. At that time we outlined, in some 
detail, the serious injury unrestricted imports of foreign oil were 
inflicting upon the Nation’s anthracite industry. We then requested 
that if the committee recommended an extension of the Trade Agree- 
ments Act, it also recommended the inclusion of an amendment to 
provide that the total quantity of crude petroleum and petroleum 
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products, including residual fuel oil, which may be imported into the 
United States in any calendar quarter of any year shall not exceed 
10 percent of the domestic demand for crude petroleum and petroleum 
products, including residual fuel oil, for the corresponding calendar 
quarter of the previous year. 

Subsequent to our testimony and before this committee made its 
recommendations regarding H. R. 1, the President’s Advisory Com- 
mittee on Energy Supplies and Resources Policy said, in part, regard- 
ing oil imports: 

The Committee believes that if the imports of crude and residual oils should 
exceed significantly the respective proportions that these imports of oil bear 
to the production of domestic crude oil in 1954, the domestic-fuels situation could 
be so impaired as to endanger the orderly industrial growth which assures the 
military and civilian supplies and reserves that are necessary to the national 
defense. 

When H. R. 1 was subsequently enacted, it did not contain the amend- 
ment endorsed by the anthracite industry, restricting imports of oil 
into the United States. However, the Congress of the United States 
did take cognizance of the problem of unrestrained oil imports by in- 
cluding section 7 in the Trade Agreements Extension Act, in the fol- 
lowing language: 

(b) In order to further the policy and purpose of this section whenever the 
Director of the Office of Defense Mobilization has reason to believe that any 
article is being imported into the United States in such quantities as to impair the 
national security, he shall so advise the President, and if the President agrees that 
there is reason for such belief, the President shall cause an immediate investiga- 
tion to be made to determine the facts. If, on the basis of such investigation, 
and the report to him of the findings and recommendations made in connection 
therewith, the President finds that the article is being imported into the United 
States in such quantities as to threaten to impair the national security, he shall 
take such action as he deems necessary to adjust the imports of such article 
to a level that will not threaten to impair the national security (Public Law 86, 
84th Cong., ch. 169, 1st sess., approved June 21, 1955). 

Dr. Arthur S. Flemming, in his capacity as Director of Defense 
Mobilization, implemented the above-mentioned Cabinet Committee 
recommendation and the defense industry amendment to the Trade 
Agreements Act by setting up a voluntary compliance plan for oil 
importers. 

he voluntary-compliance program has been a dismal failure. Im- 
ports of crude and residual in 1954 were 16.6 percent of domestic crude 
production, whereas 1956 imports of crude and residual will run more 
than 20 percent of domestic production. As a result, 1956 imports of 
oil are at record levels. 

In our previous appearances before this committee, we have de- 
scribed the extent of injury the anthracite industry was receiving from 
foreign oil. It was pointed out during the committee’s hearings on 
H. R. 1 that in the short space of 6 years to April 1, 1954, the tonnage 
loss of No. 1 buckwheat in New York City, alone, amounted to 1,588,000 
tons, a decline of 58 percent, most of which was directly attributable to 
imported oil. The injury to the anthracite industry has been deepened 
as oil imports have increased. In addition to the overall failure of the 
voluntary-compliance program to restrict oil imports, there is another 
facet of the program which has worked great hardship on the anthra- 


cite industry. This is the fact that imports of oil from Venezuela were 
entirely excluded from any restraint in the voluntary program. Thus 
83979—56—pt. 231 
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the oil source which supplies the preponderance of foreign competition 
to the anthracite industry in its markets along the eastern seaboard 
has had no restraining control whatsoever, and by its concentration 
in our markets has subjected the anthracite industry to increased dam- 
age disproportionate to the overall national increase of oil imports. 

Since we are discussing the damage foreign oil does to the coal 
industry, it might be more graphic to express the impact of foreign 
oil competition in the terms of tons of coal. The staggering amount 
of foreign oil imported into this country during 1955 represented 
a competitive force equivalent to 61 million tons of coal. That this 
amount of competition is serious to the anthracite industry may be 
judged by the fact that anthracite production in 1955 amounted to 
26 million tons. One would have to look back to 1946 when the 
anthracite industry produced 60 million tons to find a tonnage com- 
parable to the equivalent tonnage of imported oil brought into this 
country in 1955. A considerable amount of the discrepancy between 
anthracite-production figures in 1946 and 1955 has been caused by 
the unfair competition of imported oil. 

We therefore respectfully urge this committee to take appropriate 
action to secure the following objectives : 

(1) The present voluntary compliance program on oil imports 
should be replaced with a mandatory program to insure that oil 
imports should not exceed the 1954 ratio to United States production 
as recommended by the Cabinet Committee. 

(2) Any special consideration or preferential treatment of im- 
ports from any country, or into any United States area, should be 
made within the overall standard. 

(3) The 1954 relationship should apply to all petroleum imports, 
including all refined products. 

Rather than elaborating on the imperative need for immediate ac- 
tion on the oil-import question, which I believe will be apparent to 
this committee, I would like to invite this committee’s attention to the 
premise that the question of the importations of foreign fuel by this 
Nation is inextricably woven in with a larger question—the need 
for a national fuel policy. 

I fully realize that it is not the primary responsibility of this com- 
mittee to consider the merits of the establishment of a national fuel 
policy. However, it is my firm belief that the Nation is gambling 
with its future security by not establishing a sane and prudent way 
for using its fuel resources. In the absence of a aaa fuel policy, 
this committee must inevitably, in considering the problem of un- 
restricted oil imports, consider simultaneously the effect such im- 
ports may have upon all of the Nation’s energy resources. 

As is true of most important national questions, there is no unanim- 
ity of opinion that a national fuel policy is needed. The question 
can only be answered by an impartial appraisal leading to the reso- 
lution of another question “Are there ample reserves and ample pro- 
ductive capacities in this country of all our commonly used fuels?” 

If the answer to that question is an unqualified “Yes,” then basic 


laws of economics should be allowed to have full play, and the need 
for a national fuel policy would not have been proven. 

However, if the answer is “No,” then this Nation should give im- 
mediate and serious consideration to the elements that should consti- 
tute a national fuel policy. 
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Here are some of the facts that support the need for a national 
fuel policy : 

(1) The life index of our proven crude-oil reserves is 13 years. 

(2) The life index of our proven natural-gas reserves is 22 years. 

3) The life index of our proven coal reserves is 2,000 years. 

herefore, oil and gas reserves are measured in years while coal 
reserves are meas in centuries. And yet, consumption of the 
scarce fuels continues to increase at an alarming rate, while the use 
of coal is so low—35.5 percent of total energy requirements in 1955— 
as to threaten seriously its ability to meet emergency productive re- 
quirements. 

The coal industry is not alone in believing the situation is fraught 
with danger to this Nation. This Nation is now importing almost 
one-fifth of its oil requirements and currently the natural-gas indus- 
try is petitioning the Federal Power Commission to import gas from 
Canada and Mexico. Some leaders in the gas and oil industries, them- 
selves, take a pessimistic view of the ability of the domestic oil and gas 
industries to meet future demands, while others seriously question how 
long, even with imports, oil and gas supplies will keep pace with 
demand. 

With the weight of evidence, in the opinion of many energy experts, 
supporting the urgent need for a national fuel policy, one would think 
there would be no trouble in getting the proper legislation enacted. 
But, unfortunately, such is not the case. It is a difficult task and it 
will take hard work to remove the obstacles in the path. 

In the first place, there are not enough people who appreciate the 
gravity of the American fuel situation. They assume that because 
they have always been able to buy the gasoline to run their cars or the 
fuel oil to heat their buildings, such will always be the case. Their 
memories are short regarding the gasoline and fuel-oil rationing that 
prevailed in World War II. 

There also exists a misapprehension that the enactment of any fuel 
policy legislation would jead to “end-use” control. It certainly is not 
the position of the coal industry that the Government should tell any- 
one which fuel he should burn. Actually, a sensible fuel policy would 
insure the consumer’s continued supply of his preferred fuel by the 
development of synthetic fuels. Whereas, if the present chaotic con- 
dition continues to its logical conclusion, a consumer might find his 
favored fuel so scarce as to be prohibitively expensive. 

Let us be frank to admit that in correcting a chaotic fuel situation 
a national fuel policy would also presumably correct inequities which 
the Federal Government has imposed upon the coal industry. This 
must inevitably be true, for most of the fuel problems that need to be 
righted for the good of the Nation are the same basic factors that have 
affected the coal industry so adversely. 

The reversal of the policy of depending upon foreign nations for 
increasing amounts of our energy fuels would strengthen the economy 
and security of this Nation while simultaneously strengthening the coal 
industry. Since our domestic production of petroleum must be aug- 
mented, synthetic petroleum can be made from the 2,000 years of coal 
reserves and the vast reserves of oil shale, and not one consumer need 
depend upon a foreign source for his fuel oil to heat his home or 
building. Nor need he nor the country worry about what happens to 
a liquid fuel economy when a war or other emergency shuts off the 


1028 CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 


foreign oil supply. The present Suez crisis, following hard on the 
heels of the Iranian shutdown, further highlights the danger of this 
Nation relying upon foreign sources for its energy requirements. 

The reversal of the policy of allowing natural gas to invade any sec- 
tion of the country without consideration of economic dislocations, 
would serve to conserve this dwindling and important resource, at the 
same time bringing about a new industry employing thousands—the 
ee of coal. Consumers would still be able to burn a gaseous 

uel if that were their preference, and for a longer time and at a lower 
overall price than would be true if the current wasteful practices of 
marketing natural gas are continued. 

The reversal of a national policy of aiding coal’s competitors would 
assuredly step up coal production. However, in doing so the railroad 
industry, so important to the Nation’s economy and security, would 
be greatly benefited. 

ncreased Federal research on synthetic fuels would, of course, hel 
the coal industry. But, would anyone say that the economy ona 
security of the country would not be immeasurably strengthened by 
the creation of a new industry employing Americans rather than 
Venezuelans, and able to handle America’s energy requirements in war 
as well as in peace. 

Should millions of dollars of the Nation’s money be spent for the 
development of commercial atomic energy to bring more unfair com- 
petition into the picture further to weaken coal—America’s greatest 
energy resource? The coal industry believes that the Government 
should continue with such nuclear research and experimentations as 
are warranted in the interest of national defense, but that the com- 
mercial atomic energy industry should stand on its own feet. 

These are some of the reasons why we believe the enactment of 
Federal legislation bringing about a coordinated national fuel policy 
will result in the greatest good for the greatest number in this country. 
It is our sincere hope that this committee will see fit to use its con- 
siderable influence toward the achievement of that end. May I sug- 
gest that while waiting for the development of a national fuel policy, 
which presumably would clear up many of the present uncertainties, 
a prudent course would be to place some mandatory restriction on oil 
imports. 

n impartial and competent group, the President’s Advisory Com- 
mittee on Energy Supplies and Resources, after thorough investiga- 
tion, recommended that in the interest of national defense and orderly 
industrial growth, imports of crude and residual oils should not exceed 
the respective proportions that these imports bore to the production 
of domestic crude oil in 1954. The oil importers have shown their 
inability or unwillingness to abide by a voluntary program to achieve 
this end. Therefore, the anthracite industry asks that this committee 
initiate compulsory legislation that will accomplish the objective. 

Mr. Harrison. Does that complete your statement, sir? 

Mr. Jimuson. I thank you. 

Mr. Harrison. Thank you very much. 

Mr. Martin? 

Mr. E. Martrn. Does the 61 million tons equivalent that you referred 
to on page 4 represent the total of our imports of crude oil and 
petroleum products? 
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Mr. Jinison. Yes, sir. 

Mr. E. Martin. And you compare that 61 million tons to our 1955 
production of 26 million tons of anthracite ¢ 

Mr. Jittson. Yes, sir. 

Mr. E. Martin. What is the significance of that comparison? Do 
you suggest that the imports of oil are a great deal more than our 
domestic production? Is that the significance? 

Mr. Jittson. That is only anthracite production, 26 million tons. 

Mr. E. Marti. I understand that. 

Mr. Jizison. Bituminous coal production is, of course, considerably 
higher than that. 

I made that comparison to show the impact of how much this im- 
ported oil means to the coal industry. Here are 61 million tons coming 
into this country and presumably taking markets that were formerly 
held by coal produced anteaatienll : 

Mr. E. Martin. Anthracite coal ? 

Mr. Jittson. Not all anthracite. It would be hard to determine 
how much of that 61 million tons anthracite is lost but we do make a 
a estimate that we may have lost approximately 10 million out 
of the 61. 

Mr. E. Martin. Ten million tons from imported oil? 

Mr. Jruson. Yes, sir. 

Mr. E. Martin. Do you think you lost any business to the residual 
fuel oil imported or made from imported crude? 

Mr. Juttson. Yes, we did, because our single greatest market is in 
New York City and for years traditionally New York City apartment 
houses have been heated with a size of anthracite known as No. 1 
buckwheat and we have lost terrifically in that market. As a matter 
of fact, before a witness from Anthracite Institute appeared here on 
the H. R. 1 hearings we had made a survey of New York City to get 
an estimate of how much we had lost in a short time. We gave those 
by ty at that time and I include them again in this statement you 

ave, 

Mr. E. Marttn. About how much were they ? 

Mr. Juuson. In 6 years our survey estimated we had lost 1,588,000 
tons in New York City of just one size of anthracite. 

Mr. E. Martin. That is a quarter of a million tons a year. 

Mr. Jituson. Yes, that is right. 

Mr. E. Marttn. Only a small part of the 10 million tons. You do 
not contend that either the gasoline made from the imported crude or 
asphalt made from the imported crude or lubricating oil that they cost 
the anthracite industry any significant amount of business? 

Mr. Jitson. No, sir. 

Mr. E. Marttn. I do not see the validity of this comparison. 

Mr. Jitison. In our computation we just took the imports of crude 
and refined products and we attributed to the crude the percentages of 
heating oils that customarily are brought forth in this country so we 
eliminate gasoline and other products not used for heating. In other 
words, our 61-million-ton figure included to the best of our ability 
that part of the crude oil that is used directly for heating or power 


uses. 
Mr. E. Martin. Both the distillate and the residual ? 
Mr. Jittson. Yes, distillate and residual. 
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Mr. E. Marttn. As far as imports are concerned, that would be 
chiefly residual ? 

Mr. Jrtson. If you take the percentage of the imported crude and 
compute from that the percentage that distillate oils generally have 
in this country in usual refining practices, the distillate oil amounts 
to eta good sum, too. 

. E. Martin. Thank you. 

Mr. Harrison. Mr. Morrison. 

Mr. Morrison. No questions. 

Mr. Harrison. We certainly thank you for your appearance and 
the information you have given the committee. 

Mr. Juuson. Thank you, Mr. Chairman and members of the com- 
mittee. 

Mr. Harrison. Our next witness, Mr. Thomas Kennedy, vice presi- 
dent of the United Mine Workers of America, was unable to attend 
this hearing. His written statement will be inserted in the record at 
this point. 

(Statement referred to follows :) 


STATEMENT OF THOMAS KENNEDY, VICE PRESIDENT, UNITED MINE WORKERS 
or AMERICA 


The United Mine Workers of America who mine this Nation’s coal, would 
like to take this opportunity to go on record endorsing to the fullest possible 
degree the statements before your committee of Mr. George Lamb, manager, 
business survey, Pittsburgh Consolidation Coal Co., who presented the views of 
the National Coal Association; Mr. Joseph E. Moody, president, Southern Coal 
Producers Association; Mr. Frank Earnest, president, Anthracite Institute. 

It is our considered judgment that the representatives of the coal industry 
have set forth in their several statements modifications of the agreements on 
tariffs and trade that run to a sound program of national economy and a sensible 
program of national security. 

On February 15, 1956, the United Mine Workers of America outlined to the 
Joint Committee on the Economic Report several points which would solve most 
of the problems of the coal industry. I would like to quote from that state- 
ment: 

“* * * to solve some of the problems in the coal industry we should have a 
national fuels policy which would put each of the fuel industries in its proper 
competitive position. 

“Stabilization of the coal industry itself, especially the anthracite, is of the 
utmost importance if the communities with a surplus of labor are to participate 
in the general prosperity referred to in the economic report. 

“The dumping of waste oil should be stopped. 

“An intensified research program for greater uses of coal should be built up by 
government (with emphasis on a synthetic liquid fuels program). 

“Attention should be paid to the idea of building up our exports of coal to 
Europe and Asia with ocean freight rates established on a stable basis.” 

We believed then and we believe more firmly now that this program if carried 
out would make a healthy basic coal industry which would have a terrific impact 
on our economy and our security, and such actions by an Egyptian dictator as the 
seizure of the Suez Canal with its subsequent dislocation of oil shipments to us 
and our allies would not be the dire threat to our security as it seemingly is at 
this moment. 

It is our judgment that this entire program is estopped by the dumping of for- 
eign waste oil on our seaboard under the destructive provisions of the so-called 
reciprocal agreements on tariffs and trade, and we urge Congress to expedi- 
tiously remedy this situation. 


Mr. Harrison. At this time the committee is very happy to have the 
statement of Mr. W. D. Johnson, vice president of the Order of Rail- 
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way Conductors, and L. V. Byrnes, assistant grand chief engineer of 
the Brotherhood of Locomotive Engineers. 
(Statements referred to follow :) 


OrpER OF RAILWAY CONDUCTORS AND BRAKEMEN, 
Washington, D. C., October 10, 1956. 
Hon. Hate Boges, 
Chairman, Subcommittee on Customs, Tariffs and Reciprocal Trade Agree- 
ment, Ways and Means Committee, Washington, D. C. 


Dear CHAIRMAN Boees: On behalf of the Order of Railway Conductors and 
Brakemen, representing more than 35,000 of the employees of the Nation’s rail- 
roads, we wish to advise that we support wholeheartedly the statements made 
to your committee by the representatives of the coal industry, Messrs. George 
A. Lamb, National Coal Association, Joseph E. Moody, Southern Coal Producers 
Association, and John D. Jillson, Anthracite Institute. These witnesses made 
oral statements on Thursday, September 27, and we ask that this letter be 
inserted in the record of the proceedings of that day as a supporting and confirm- 
ing position which we take in support of the request for a restriction on the 
imports of residual fuel oil into the United States. 

The railroad employees of the United States are directly affected by any com- 
petitive impact which reduces the volume of traffic on the Nation’s railroads. 
One of the major tonnages shipped by railroad in this country is coal. Imported 
residual oil reduces this rail-hauled tonnage and thus contributes to the unem- 
ployment of railroad workers in every classification. 

On behalf of the rail workers of the United States, particularly those of the 
Order of Railway Conductors and Brakemen, we urge your committee in its 
deliberations to give serious consideration to a recommendation for legislative 
quotas on residual oil imports. 

Verbal testimony has been given on previous occasions by representatives of 
many of the railroad brotherhoods before the House Ways and Means Committee 
and other congressional bodies outlining the statistical and factual justification 
for our position, and we would like to include by reference, as a part of this 
record, those statements. 

Yours very truly, 
W. D. Jounson, Vice President. 


BROTHERHOOD OF LOCOMOTIVE ENGINEERS, 
Cleveland, Ohio, October 10, 1956. 
Hon. Hate Boces, 
Chairman, Subcommittee on Customs, Tariffs, and Reciprocal Trade Agree- 
ments, Ways and Means Committee, Washington, D.C. 


DEAR CHAIRMAN Boees: On behalf of the Brotherhood of Locomotive Engineers, 
representing more than 80,000 of the employees of the Nation’s railroads, we wish 
to advise that we support wholeheartedly the statements made to your com- 
mittee by the representatives of the coal industry, Messrs. George A. Lamb, Na- 
tional Coal Association, Joseph E. Moody, Southern Coal Producers Association, 
and John D. Jillson, Anthracite Institute. These witnesses made oral statements 
on Thursday, September 27, and we ask that this letter be inserted in the record 
of the proceedings of that day as a supporting and confirming position which we 
take in support of the request for a restriction on the imports of residual fuel oil 
into the United States. 

The railroad employees of the United States are directly affected by any com- 
petitive impact which reduces the volume of traffic on the Nation’s railroads. 
One of the major tonnages shipped by railroad in this country is coal. Imported 
residual oil reduces this rail-hauled tonnage and thus contributes to the unem- 
ployment of railroad workers in every classification. 

On behalf of the rail workers of the United States, particularly those of the 
Brotherhood of Locomotive Engineers, we urge your committee in its delibera- 
tions to give serious consideration te a recommendation for legislative quotas on 
residual oil imports. 
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Verbal testimony has been given on previous occasions by representatives of 
many of the railroad brotherhoods before the House Ways and Means Commit- 
tee and other congressional bodies outlining the statistical and factual justifiea- 
tion for our position, and we would like to include by reference, as a part of this 
record, those statements. 

Yours very truly, 


LAWRENCE V. BYRNES, 
Assistant Grand Chief Engineer, 
National Legislative Representative. 
Mr. Harrison. The committee will stand adjourned until 10 o’clock 
tomorrow morning. 
(Whereupon, at 12: 50 p. m., the hearing was recessed to reconvene at 
10 a. m., Friday, September 28, 1956.) 





ADMINISTRATION AND OPERATION OF CUSTOMS 


AND TARIFF LAWS AND THE TRADE AGREEMENTS 
PROGRAM 


FRIDAY, SEPTEMBER 28, 1956 


House oF REPresENTATIVES, 
SUBCOMMITTEE ON Customs, TaRIFFs, 
AND Recrprocat Trape AGREEMENTS OF THE 
CoMMITTEE ON Ways AND MEAns, 
Washington, D.C. 

The subcommittee met at 10 a. m., pursuant to recess, in the cvm- 
mittee room of the House Committee on Ways and Means, the Hon- 
orable Burr Harrison (acting chairman) presiding. 

Mr. Harrison. The committee will please come to order. 

During the past 2 weeks this subcommittee has received detailed tes- 
timony from numerous witnesses, representing various segments oi our 
economy, on many aspects of our customs, tariff and trade ayree- 
ment laws, and programs. 

Many very important questions and problems have been brougat to 
our attention, particularly with respect to the administration of 
our present foreign-trade laws and programs. 

Today the subcommittee is pleased to receive testimony from rep- 
resentatives of all of the interested governmental departments and 
agencies. Prior to the opening of these public hearings, these depart- 
ments and agencies were informally advised that such hearings would 
be held, and were invited to have observers present to review the rec- 
ord, from the standpoint of the operations of each department as it 
evolved. Written invitations were then directed to the departments, 
inviting them to send a representative to testify today. 

It was the opinion of the subcommittee that governmental depart- 
ments and agencies with jurisdictions over the subjects touched upon 
during the hearings would be especially imterested in responding to 
the various comments, complaints, criticisms and points of view ex- 
pressed during the hearings by the witnesses who have testified. This 
feeling of the subcommittee has been strengthened by reason of thie 
large number of complaints received relative to the administration 
of our present laws and programs. ‘The subcommittee, therefore, par- 
ticularly invites each of you to respond, as you deem appropriate, to 
the comments, complaints, and criticisms which have been made af- 
fecting the operations of your department or agency. ‘This oppor- 
tunity is being afforded you to place in the record imformation and 
material necessary for the proper evaluation of these matters. 

Additionally, members of the subcommittee, and the subcommittee 
staff, may ask you questions on particular subjects. 
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Verbal testimony has been given on previous occasions by representatives of 
many of the railroad brotherhoods before the House Ways and Means Commit- 
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tion for our position, and we would like to include by reference, as a part of this 
record, those statements. 

Yours very truly, 


LAWRENCE V. BYRNES, 
Assistant Grand Chief Engineer, 
National Legislative Representative. 
Mr. Harrison. The committee will stand adjourned until 10 o’clock 
tomorrow morning. 
(Whereupon, at 12: 50 p. m., the hearing was recessed to reconvene at 
10 a.m., Friday, September 28, 1956.) 
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It was the opinion of the subcommittee that governmental depart- 
ments and agencies with jurisdictions over the subjects touched upon 
during the hearings would be especially interested in responding to 
the various comments, complaints, criticisms and points of view ex- 
pressed during the hearings by the witnesses who have testified. This 
feeling of the subcommittee has been strengthened by reason of the 
large number of complaints received relative to the administration 
of our present laws and programs. The subcommittee, therefore, par- 
ticularly invites each of you to respond, as you deem appropriate, to 
the comments, complaints, and criticisms which have been made af- 
fecting the operations of your department or agency. This oppor- 
tunity is being afforded you to place in the record information and 
material necessary for the proper evaluation of these matters. 

Additionally, members of the subcommittee, and the subcommittee 
staff, may ask you questions on particular subjects. 
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Your presence here today is greatly appreciated. 

Mr. Talbot is Vice Chairman of the Tariff Commission, and at the 
present time Acting Chairman. 

I will ask the Commissioners if they will proceed in their own 
way. 


STATEMENT OF JOSEPH E. TALBOT, VICE CHAIRMAN, UNITED 
STATES TARIFF COMMISSION ; ACCOMPANIED BY COMMISSIONER 
GLENN W. SUTTON; BEN D. DORFMAN, CHIEF ECONOMIST AND 
CHIEF OF ECONOMICS DIVISION; LOUIS S. BALLIF, CHIEF OF 
TECHNICAL SERVICE; PAUL KAPLOWITZ, GENERAL COUNSEL; 
AND DONN N. BENT, SECRETARY 


Mr. Tatzor. Mr. Chairman, my name is Joseph E. Talbot. I am the 
Vice Chairman of the Tariff Commission, and in the absence of the 
Chairman, who is now on leave, I am the Acting Chairman of the 
United States Tariff Commission. 

We have been asked to come here today to testify, I assume, upon 
the makeup of and the method of procedure within the Tariff Com- 
mission, and to answer all questions that may be put to us. 

First of all, I want to say that the Tariff Commission is unique 
in that it is made up of an even number of Commissioners, namely, 6, 
and of the 6 Commissioners no more than 3 are from one political 

arty. 

7 At the present time the Commission, therefore, is made up of 3 
Republicans and 3 Democrats, and the members of the Commission 
are its Chairman, Edgar B. Brossard, who is from the State of 
Utah, and who is a Republican; Joseph E. Talbot, from the State 
of Connecticut, who is a Republican; Walter R. Schreiber, of the 
State of Maryland, who is a Republican; Glenn W. Sutton, of the 
State of Georgia, a Democrat; J. Weldon Jones, of the State of 
Texas, who is a Democrat; and William E. Dowling, of the State of 
Michigan, a Democrat. 

I say we are unique because we are the only Commission, I believe, 
within the Government, so constituted. 

At the present time, as of today, including the Commissioners there 
is a total working force of 212, and of these 212 all are housed in 
1 building on E Street between Seventh and Eighth, except 7 em- 
ployees who are employed in the New York office, which is located in 
the customshouse in New York City. Actually, therefore, there are 
205 in our building here in Washington. 

Our functions and the makeup is divided into various divisions 
in order to carry out the duties that are imposed upon us by the 
Congress. 

We have an Economics Division that is under the jurisdiction of 
Mr. Ben Dorfman, who is sitting to my right; we have a Technical 
Service made up of Divisions of Agriculture, Creamics, Chemicals, 
Lumber and Paper, Metals, Sundries, Textiles, and Statistical, that 
is under the supervision of Mr. Louis S. Ballif, Chief of our Technical 
Services, and who sits at my extreme right. 

Sitting next to me is Commissioner Glenn W. Sutton, who is the 
ranking Democratic member of the Commission, and sitting on my left 
is Mr. Paul Kaplowitz, who is our general counsel, and sitting on my 
extreme left is Mr. Donn N. Bent, the secretary to the Commission. 
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The Commission has many functions, all of which are set forth in 
the law. I think you gentlemen know we are an agency of the Con- 
gress. The Congress is our creator and our duty is to arrive at de- 
cisions in carrying out the law as set forth by the Congress. 

The principal activities that we have are escape clause investiga- 
tions—and I will speak more on that in a moment. Also, we have 
investigations under section 22 of the Agricultural Adjustment Act ; 
investigations under section 332 which are investigations ordered 
either by the House Ways and Means Committee or the Senate Finance 
Committee; peril point investigations, of which I will speak more in 
a minute. 

At the present time we have tariff simplification investigations; we 
have antidumping investigations, and we have other public investi- 
gations such as under section 332 or 336, which is a cost-of-produc- 
tion Loreena on those commodities upon which no concession is 
pending. 

If there is a concession existing, section 7, of course, is the proper 
procedure. 

We also have investigations under section 337 which is the unfair 
trade practices section. 

In addition to these various investigations we have other duties, 
one of which, of course, as you gentlemen know, is furnishing reports 
to the Committee on Ways and Means, and to the Senate Finance 
Committee on all bills affecting tariffs or tariff procedure, or kin- 
dred matters. 

We also have the duty of furnishing all technical assistance and 
information to other agencies and departments of Government, and we 
also have a vast correspondence with the individual Members of the 
House and the Senate, and heads of the departments and agencies, as 
well as a vast correspondence with the general public, including the 
industries of this country and with those bringing imports into this 
country. 

There are other activities, but I think I have touched upon the 
principal ones. 

I think it would be of benefit to this committee if I spent just 1 or 
2 minutes on the escape clause as it comes to us—the initial applica- 
tion—and what happens to it until it reaches the White House some 
9 months later. 

If the committee would like that information, I have written a very 
short statement on it. 

Mr. Harrison. We shall be very glad to have it, sir. 

Mr. Tatsor. Upon receipt of an application for an escape-clause 
investigation the application is examined to determine whether or not 
it is acceptable under the Commission’s rules of practice and procedure. 
If the Commission determines that the application conforms ade- 
quately with the aforementioned rules, it immediately institutes an 
investigation and issues a public notice of that action which is pub- 
lished in the Federal Register in Treasury Decisions and is posted at 
the Commission’s Washington and New York offices, and copies of 
the public notice are also sent to all known interested parties. 

The public notice identifies the imported articles which will be con- 
sidered in the investigation. Within about 10 days after the institu- 
tion of the investigation, the Commission sets a date for the public 
hearing and issues a public notice of such action which is also pub- 
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lished in the Federal Register in Treasury Decisions, and is posted 
in the Commission’s offices. 

The Commission fixes the date for the hearing after considering a 
report from the staff in which problems that are expected to arise in 
the investigation are discussed. 

The overall workload of the staff is considered, and an appropriate 
date for the hearing is suggested. -As soon as the investigation is 
instituted the staff begins to obtain data pertinent to the investigation 
and to prepare a set of questionnaires, one to be sent to the domestic 
producers, another to the importers, and another, where appropriate, 
to contractors. 

The questionnaires request data of the kind necessary to enable the 
Commission to make a finding pursuant to law. After the question- 
naires are prepared they are reviewed by the Commission. After 
being approved, they are sent to the Bureau of the Budget for its 
approval as required by the Federal Reports Act, and 2 to 3 weeks 
are usually required to prepare a questionnaire and to get it approved. 

In order to be able to prepare the questionnaire properly it is some- 
times necessary to send Btatt members into the field to obtain a clear 
understanding of the operation, accounting methods, et cetera, of the 
respondents. As soon as the questionnaires have been approved by the 
Bureau of the Budget they are mailed to the respondents with the 
request that they complete and return them not later than a specified 
date which is usually 4 to 6 weeks following the date of mailing. 

Ten days or 2 weeks before the deadline when the questionnaires 
should be completed and returned to the Commission, a reminder 
letter is sent calling attention to the deadline date. As a rule there 
is a relatively large number of respondents who do not return the 
questionnaires by the deadline date, making it necessary to send out 
a series of followup letters and telegrams and to make telephone calls. 

Even after the questionnaires have been received it is frequently 
necessary to write, telegraph, or telephone respondents to obtain 
answers to questions that arise with respect to the data submitted or 
to obtain data that was omitted entirely. 

It is not unusual for 2 or 3 months to elapse after the deadline date 
before an adequate response is received from those to whom question- 
naires are sent. 

I want to say right there, parenthetically, that even where we have 
as few as 4 respondents, as we had in a recent case, it took 2 or 3 months 
to get the answers from them so that we could get the entire industry 
and have the proper data. 

In the course of the investigation the Commission may send its 
experts into the field to obtain first hand from producers, importers, 
and others, additional information required by the Commission. 

About a week or 10 days before the hearing the staff submits to 
the Commission for its use at the hearing a report summarizing the 
data obtained in the investigation up to that time. 

At the public hearing all interested parties are given the oppor- 


tunity to produce evidence and to be heard. The interested parties 
are allowed to file briefs after the hearing if they wish to do so. 

The manner in which the hearings are conducted is described in an 
attached statement which I would like to make part of the record, 
with the chairman’s permission. 

Mr. Harrison. That is all right, and we shall be glad to have it. 
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(The statement referred to follows :) 


Unrrep States TariIrr COMMISSION 
Washington, D. C., April 1956 
INFORMATION ON PuBLIC HEARINGS 


Hearing of the Commission are open to the public and are conducted in accord- 
ance with the applicable rules of practice and procedure adopted by the Com- 
mission and published in the Code of Federal Regulations, volume 19. A copy 
of the rules may be obtained without charge from the Secretary of the Commis- 
sion, or from the Commission’s offices in New York City located in room 437, 
Customhouse. The information furnished herein is not a substitute for the rules, 
but is intended to assist interested persons in obtaining an understanding of the 
nature and purpose of Commission hearings and the way in which they are 
conducted. 

Hearings are usually ordered by the Commission pursuant to specific statutory 
provisions requiring them, but in some instances they are ordered under the 
Commission’s general authority to gather information. In either case, a hear- 
ing constitutes only one phase of an investigation which the Commission is 
authorized or directed by statute to conduct. The results of a hearing are 
considered by the Commission along with information obtained in the course of 
the investigation by other means, such as correspondence, questionnaires, field 
work, and staff research. The Commission utilizes information obtained from 
all available sources, including reports and records of other Government agencies. 


Interested parties ; attorneys or agents ; witnesses 


Any person, individually or by representative, may enter an appearance in a 
hearing by showing to the satisfaction of the Commission an interest in the 
subject matter involved. The request to enter an appearance must be filed in 
writing with the Secretary of the Commission. It should be submitted at least 
3 days before the date of the hearing, and should include the subject matter of 
the hearing; and the name and address of the interested party, of his attorney 
or other representative, and of each witness who will testify. No register of 
attorneys or agents who may practice before the Commission is maintained. 
However, any person desiring to appear as attorney or agent may be required 
to show to the satisfaction of the Commission his acceptability in that capacity. 

In appropriate circumstances, a subpena may be issued by any member of the 
Commission requiring the attendance of a witness and/or the production of 
documents from any place in the United States at any designated place of 
hearing, or an order may be issued requiring any person to appear and have his 
deposition taken before a designee of the Commission who has the power to 
administer oaths. 

Time and place 


Normally, hearings are held in Washington, D. C., and are convened at 10 a. m. 
They are conducted by one or more Commissioners. There is a luncheon recess, 
and short recesses are usually taken in the morning and afternoon. If a hear- 
ing is not concluded during the day, it is adjourned at 5 p. m., and generally on 
the following workday the foregoing schedule is again observed. 


Order of testimony 


At hearings held in connection with investigations which might result in in- 
creased import restrictions, it is usual to hear first from interested parties favor- 
ing, and last from those opposing, such restrictions. 

A person who is scheduled to testify at a hearing should make his presence 
known to the Secretary of the Commission at the outset of the hearing, or as soon 
thereafter as he may arrive. When a witness is called he should identify himself 
to the reporter. Thereafter, he is sworn by the Secretary and may proceed with 
his statement without interruption, except by members of the Commission. Oral 
testimony may be given extemporaneously, by question and answer, from notes 
or from a written statement. It is helpful (but not required) to have 20 or 30 
copies of any prepared statement for the use of members of the Commission, the 
reporter, the staff assigned to the investigation, attorneys, witnesses, the press, 
and other interested parties. After a witness has completed his statement, he 
may be questioned orally by members of the Commission, or by any person who 
has entered an appearance or his attorney or representative. Both the testimony 
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and the interrogation will be permitted solely for the purpose of developing 
facts material to the investigation. 


Written statements 


A person may submit a written statement in lieu of making, or for the purpose 
of supplementing, a personal appearance at a hearing. It will assist the Com- 
mission if 15 copies (including one sworn original) of such statement are fur- 
nished. Each copy must be identified with the name of the person or firm sub- 
mitting it. A person may also offer written information in confidence to the 
Commission for its consideration. Each sheet “submitted in confidence” must be 
so labeled. A publication of the Federal Government or portions thereof need not 
be offered physically in evidence. Reference should be made to such public 
document by title and page, and the Commission will thereupon take official 
notice of it. 


Oral argument 


Oral argument may be heard at the conclusion of the testimony in a hearing, in 
the discretion of the Commission. The time to be allowed for argument and the 
allocation thereof to parties interested is determined by the Commission. 


Briefs 


Any interested person desiring to file a brief should so advise the Commission 
at the conclusion of a hearing. Usually the Commission will authorize the filing 
of such brief within 10 days after the hearing has been concluded, but this period 
may be extended for good cause shown at the time the period is originally deter- 
mined. Fifteen copies of the brief should be sent to the Commission for its use 
and the use of its staff. In addition, a copy of the brief should be furnished to 
each party appearing at the hearing, or the attorney, if any, representing such 
party. The Commission should be notified that such copies have been furnished. 
A brief of the evidence given by deposition and arguments thereon may be filed in 
the same manner as briefs of testimony given at a public hearing. 


Official transcript 


At the conclusion of a hearing the Commission will determine a period of time 
within which a person testifying may request corrections in the official transcript 
of the hearing. Corrections of the transcript will be permitted only to remedy 
material errors and must be held to a minimum. Requested corrections must be 
submitted to the Commission for approval, and not to the official reporters. All 
changes approved by the Commission will be submitted by it to the official 
reporters, and the person requesting the corrections will be notified which cor- 
rections have been authorized. Any approved changes made by the official 
reporters will be furnished by the reporters to all persons who have purchased 
a copy of the transcript. 

Copies of the stenographic record of a hearing may be obtained from the 
official reporters, Alderson Reporting Co., 306 Ninth Street NW., Washington, 
D. C., at approximately 30 cents a page for the entire proceeding or about 40 
cents a page for partial testimony. Arrangements for copies may be made at a 
hearing with the reporter or subsequently by mail. The transcript is not pub- 
lished, and a copy of the transcript cannot be secured from the Commission. 
The file copy of the transcript may be examined (but not reproduced or copied 
verbatim, in whole or in part) in the office of the Secretary of the Commission, 
or, upon specific request therefor, the file copy of the transcript may be for- 
warded to the Commission’s office in room 437 of the customhouse, New York 
City, where it may be examined (but not reproduced or copied verbatim, in 
whole or in part). The Commission’s file copy of the transcript may not be 
removed from its offices. 


Mr. Tarzor. After the hearing and receipt of the briefs, the staff 
prepares a report of the data obtained in the investigation, including 
the hearing. After the consideration of the testimony presented at 
the hearing, as well as the briefs and the staff report, the Commission 
makes its finding in the investigation. If the Commission finds that 
the domestic industry concerned has been seriously injured or is threat- 
ened with serious injury ; or if the Commission divides evenly on this 
ge ai it sends a report to the President giving the Commission’s 


dings and recommendations and the considerations and data upon 
which they are based. 
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If the Commission finds injury, it a epen a report stating that 
fact and giving the considerations and data upon which that finding 
is based. In either case a summary of the report is published in the 
Federal Register. = 

That takes the escape clause from the day it is received until it is 
sent to the President, and under the law the President has up to 60 
additional days—60 days—to submit his decision on our findings. 

I think also that it might be of benefit to the committee if now 
I spent just a minute or two on peril-point procedure, because there 
has been some uncertainty and the question may arise, Why do escape- 
clause matters take 9 months for completion, and why a peril point, 
or many peril points, take only 120 days? And I think I can explain 
this in 1 or 2 minutes. 

Pursuant to section 3 of the Trade Agreements Extension Act of 
1951 as amended, the President before entering into negotiations 
concerning any proposed trade agreement furnishes the Tariff Com- 
mission with a list of all articles imported into the United States that 
will be considered for possible granting of concessions. 

However, and I think this is very important now, for several months 
before the Commission receives the President’s list members of its 
staff have been serving as technical experts on the various country 
committees which have been studying our import trade with the coun- 
tries that will subsequently participate in the negotiations. 

The various country committees make the initial selection of the 
articles for possible inclusion in the President’s list, and all during 
the time the country committees are making these studies the Com- 
mission furnishes technical and economic data on the numerous arti- 
cles under consideration. Thus, the Commission by the time it re- 
ceives the President’s list has assembled a great deal of data on the 
articles that are on the list. 

The Commission has 120 days after it has received the President’s 
list in which to make its peril-point findings. As just indicated, how- 
ever, a large amount of data useful in peril-point findings for the 
articles on the list is already assembled. Many of the articles on the 
President’s list are not likely to afford under almost any conceivable 
circumstances serious competition to domestic producers, making the 
peril point determinations for such articles a rather simple matter. 

For many other articles it is obvious that the competitive situation 
is on as to require the Commission to give special attention to such 
articles, 

Thus, the amount of time and study required in peril point findings 
vary widely for different articles. In an extensive peril point investi- 
gation involving a large number of articles—now the last go-round 
was about 1,600 items—virtually all other work of the Commission 
is suspended for the 120 days of the investigation, and members of the 
staff that can contribute to the investigation are engaged in it. 

Moreover, both the Commission and the staff work under extreme 
pressure during this period of time. There is much overtime by the 
staff and the Commission, and each one connected with this investiga- 
tion goes at a pace which could not be possibly maintained for any 
extended period of time. 

The foregoing, I believe, explains in large part why the Commission 
is able to make as many peril-point findings as it does within the 
120-day limit. 
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Now, gentlemen, I think I have covered in general the functions of 
the Commission. 

I think I would be remiss if I did not add to my statement that 
the director of our investigations and one of our most valuable staff 
members is Mr. Loyle A. Morrison who is at present on loan to this 
committee. 

Mr. Harrison. Thank you very much, Mr. Commissioner. Does 
that complete your statement ? 

Mr. Taxrzor, Yes, sir. 

Did you want to say something, Mr. Sutton ? 

Mr. Surron. No, sir. 

Mr. Tarzor. I have finished with my statement, sir. 

Mr. Harrison. The staff has reviewed some of the testimony that 
has been put into the record during the past 2 weeks, and they have 
compiled some notes based upon that testimony, and I shall now ask 
Mr. Martin if he will direct the Commission’s attention to some of 
those matters. 

Mr. E. Martrn. Is your procedure under section 336 of the Tariff 
Act essentially the same as the procedure you outlined for escape- 
clause cases ? 

Mr. Tatsor. I know of no differences, but Mr. Kaplowitz, our 
General Counsel, probably would be better prepared to answer that. 
question. I know of no differences. It is essentially the same. 

Mr. Kaprowrrz. It is essentially the same, sir. 

Mr. E. Martin. Is not about the only difference the fact that in 
the escape-clause cases you usually order the investigation before you 
give notice of the application because the law requires you to make 
the investigation if the application is in proper order ? 

Mr. Tarsor. Yes; I think that is right. 

Mr. E. Martin. Whereas, in the section 336 eases the Commission 
has a discretion as to whether or not to make the investigation on 
application. 

Mr. Tarzor. The use of the 336 investigation today is very rare be- 
cause, as I said, it would apply only to commodities that are not 
under a concession and, therefore, it would be very limited. 

Mr. E. Marrtrn. Is your procedure under section 337 of the Tariff 
Act essentially the same as under section 336 ? 

Mr. Tarzor. I think in 337 investigations we have a preliminary 
investigation before we accept the application. In other words, a 
337 application would have to do with goods coming into the coun- 
try—commodities coming into the country—in which an allegation 
has been set up of unfair trade practice or the infringement of a 
patent or some such thing as that, and we would require probably 
up to a 60-day preliminary investigation and if we found merit to 
the application, we would then start the investigation after the pre- 
liminary investigation. 

Mr. E. Martyn. Once that application is found to be in proper 
order, you publish a notice of the application and it is made avail- 
able for public inspection ¢ 

Mr. Tatzor. That is correct. 

Mr. E. Martin. And if you order an investigation, you publish a 
notice of the investigation and you publish a notice of your hearing 
and you have a public hearing and you make a report at the end 
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of the investigation, giving the considerations which bear on the 
conclusions that the Commission reached ? 


Mr. Taxpor. That is correct. 

Mr. E. Martrn. In section 337 I guess we should note that there is 
a difference in the tail end of it, and that is in cases where unfair 
competition is found the importers have an opportunity to appeal 
to the court before the final finding goes to the President? 

Mr. Taxrzor. Yes, sir; we have just gone through it in one case 
recently. 

Mr. E. Martin. I wanted to get that procedure in the record. 

These procedures are of many years’ standing; are they not? 

Mr. Tatsor. Except for the escape-clause procedure. The escape 
clause is, I would say, rather modern. 

Mr. E. Martin. Eight years is not very modern. 

Mr. Tarzor. The statutory escape clause is only 5 or 6 years old. 

Mr. E. Martin. An Executive order vested in the Tariff Commis- 
sion back in 1947 the responsibility for the escape-clause investiga- 
tions; did it not? 

Mr. Tatpor. Yes, sir. 

Mr. E. Martin. Do you think the escape-clause legislation as pres- 
ently worded is appropriate ? 

Mr. Tatzor. Do I think it is presently working? 

Mr. E. Martin. As it is presently worded, do you think the legis- 
lation is appropriate ? 

Mr. Taueor. I think so. I want to say here on that point that, of 
course, there are about 10 guideposts that the Congress has set up for 
us, and in order to do our job fully and completely it is necessary 
for us to get information covering all those points. I think at the 
Tariff Commission level it works all right. 

Mr. E. Martin. Would it be feasible to reduce the time within 
whe’ the President must act following your report from 60 to 30 
days ? 

Mr. Tatzor. Well, I do not know. The President now under the 
law has 60 days and, although I am somewhat familiar with what 
happens, I certainly would not want to express an opinion on how 
much time the Executive needs for doing its job. 

Mr. E. Martin. Should the President have authority to review the 
Tariff Commission’s findings of injury ? 

Mr. Taxpor. Does he have authority ? 

Mr. E. Martin. Should he? 

Mr. Tarsor. Well, now 

Mr. Harrison. I do not think you have to answer that question. 

Mr. Tazor. I think that is a question of policy. 

Mr. E. Martin. Well, should the Tariff Commission consider and 
report on all features of a situation in escape-clause proceedings in- 
cluding those outside the scope of your present instructions? 

Mr. Tarzor. I am not sure I get your question, Mr. Martin. What 
“features” are you referring to! 

Mr. E. Martty. Well, the features that do not bear directly on in- 
jury. Both Presidents, I think, that have been in office under the 
escape-clause provision have said that there are matters outside the 
scope of the Tariff Commission which they had to consider in pass- 
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i He! on sepsiperpinnie matters. I do not know that they have ever been 
efined. 

Mr. Taxzor. I am only now giving my opinion as an individual 
and as a lawyer; it would seem to me that the Commission should make 
its determination and findings on the law as laid down by the Con- 
gress, and we should take into consideration all things that the Con- 
gress tells us to take into consideration. Those things that the Con- 
gress does not tell us to take into consideration, be that world policy 
or security or whatever that may be, I do not think fall into our line 
at all at the Tariff Commission level. 

Mr. E. Martin. My question was seeking guidance as to whether 
Congress should consider a change in the law. 

Mr. Taxsor. Mr. Kaplowitz brings to my attention the fact that 
you may be referring to national defense or something like that. 

Mr. E. Marrry. Not immediately, but you may discuss that if you 
wish. 

Mr. Tatzor. As an individual Commissioner, I have never con- 
sidered it because it is not one of the criteria that the Congress has 
laid down for us. I know it has been considered or at least it is 
alleged to have been considered in one prominent case, and you may 
be referring to the Watch case, but I want to say here that, despite 
all the criticism I have seen, the Watch case was determined by the 
Commission on serious injury. 

The Commission found, and had to find under the law, that the 
domestic industry had been seriously injured and that was the basis 
for the decision of the Tariff Commission. 

Mr. E. Martin. Mr. Talbot, you recall that in 1945 when Congress 
gave the President increased power to cut tariffs; Congress reduced 
the President’s power to increase tariffs? 

Mr. Taxzor. I remember it very well. I was a member of Congress 
at the time. 

Mr. E. Martin. Do you think that this restricted power to increase 
tariffs—incidentally, I guess we should get this established : Is it your 
understanding that the President’s power to increase tariffs under 
the escape clause is the same power which he has to increase or decrease 
tariffs under section 350 of the Tariff Act of 1930? 

Mr. Tarsor. Well, as I recall it, Mr. Martin, his power was to 
decrease tariffs by 50 percent and his power to increase tariffs under 
the escape clause was to increase them by 50 percent. Now, of course, 
when you decrease 100 down to 50, which is a 50-percent reduction, 
and if you are going to increase 50 percent, the 50 only becomes 75 
when you increase it. 

In other words, to equalize the President’s power it might have 
been well had the President been allowed to increase 100 percent to 
get back to the full rate, or there might not have been any limitation 
on the part of the President’s power, but the way the law is written it 
is 50 percent down and 50 percent up. 

Mr. E. Martrn. From the rates as they existed in 1945; that is, 
50 percent up is from the rates as they existed in 1945? 

Mr. Taugsor. Yes. Since then you have had under H. R. 1 and 
the Randall Commission Act an additional power to decrease rates 
15 percent over 3 periods of 5 percent for each year, or to bring rates 
down to 50 percent that were then in existence, and which were above 
50 percent. 
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Mr. E. Martin. But that action would not have any effect on the 
President’s power to increase tariffs under the escape clause ; would it 

Mr. Ta.por. That iscorrect. 

Mr. E. Martin. Do you think this restricted power to increase 
tariffs is conducive to the use of quotas? That is, by being unable 
to make more than 50-percent increase above 1945 rates, do you think 
that is likely to promote the use of quotas? 

Mr. Tatzor. The use of the quota, and I think, Mr. Martin, as you 
know, we have in recent years recommended quotas in at least three 
cases that come to my memory now. If the increase—the maximum 
increase permitted which is 50 percent above the January 1, 1945, 
rate—if, in my opinion, that is not sufficient to alleviate the serious 
injury then under the law I, as a commissioner, am under a duty to 
recommend quotas if I believe that quotas are necessary to alleviate 
the serious injury, and I, as a commissioner, did exactly that in the 
Fish case, in the Clothespin case, and in the Wood Screw case. 

Now, some commissioners felt that it was not necessary to invoke 
a — in order to relieve serious injury and, of course, each indi- 
vidual commissioner comes to his conclusion in his own way after 
examining all the facts. 

Mr. E. Martin. But as you understand the law, if the industry is 
being injured and the maximum permissible increase in the tariff will 
not alleviate that injury, you feel that you have to recommend a quota 
on imports in order to alleviate the situation / 

Mr. Taxrzor. Yes, sir; and I think the law is plainly written so. 

Mr. E. Martin. Do you have any views on whether the procedures 
under section 22, under the Anti-Dumping Act, under section 303 of 
the Tariff Act, and under the national-security amendment should 
follow the same pattern as the procedures you have outlined for the 
escape clause and sections 336 and 337 of the Tariff Act? 

That is, Should there be a notice, and should the application be 
made available to the public and should there be a notice of hearing 
and a public hearing and an opportunity to examine the witnesses, 
and should there be a report giving the considerations upon which the 
determination was made? 

Mr. Tatgor. Mr. Martin, let me take one question at a time because 
they are all different. 

Under section 22, as you know, the procedure is that the Secretary of 
Agriculture, after conducting his hearings, informs the President that 
he has reason to believe that a certain price-support program is being 
interfered with by imports, and if the President coincides in that 
finding and if the President finds that to be a fact, the President then 
directs the Commission—and I use the word “directs” in the sense 
that I think it isan order. We do not have any right to decide whether 
or not we should goon. It ismandatory. 

So, under a section 22 proceeding it would only originate and come 
to us when the President directs us to make that investigation. 

Now, therefore, that is different from an application coming from 
an industry where we would require it to qualify as to certain rules 
of practice and procedure. 

Mr. E. Martin. From the time the President directs you to make 
an investigation you follow, do you not, essentially the same pro- 
cedures that you follow in an escape-clause case, except you do not 
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have any application. You have just gotten the directive to start out ; 
as a result you order an investigation ? 

Mr. Tatzor. There are some differences, Mr. Martin. I think our 
order or notice is not—we have 30 days usually in an escape clause, 
but I think under some circumstances we can cut that in section 22. 

Mr. E. Martin. That is adetail. You do give the public notice, and 
have a public hearing? 

Mr. Tatsor. Yes; we do, and that part of the procedure is the same 
in answer to your question. 

Mr. E. Martin. My question then really comes down to whether 
you have any views on whether the Secretary of Agriculture should 
give a notice that he has an aaa for an investigation, and 
whether he should make that application available to the public? 

Mr. Tatzor. Now you are asking me what I think the Secretary 
of Agriculture should do. 

Mr. E. Martrn, I will make it a little easier than that: I will ask 
you if you have any views you may wish to give with reference to 
that? 

Mr. Tarzor. If I have, I hope I do not have to express them. 

Mr. FE. Martin. All right, sir; I will withdraw the question. 

Mr. Tarzor. I do not want to answer a question that might prob- 
ably and properly be addressed to the Secretary of Agriculture. 

Mr. E. Martin. Well, I presume, then, that with regard to the 
initiation of antidumping proceedings, and section 303 of the Tariff 
Act, and the National Security Amendment, you have the same posi- 
tion as to expressing an opinion about the procedures held by the other 
agencies ? 

Mr. Tatsor. Well, of course, under the antidumping section the 
procedure begins by a finding by the Secretary of the Treasury that 
goods are being sold or offered in this country at unfair values. 

Now, Mr. Martin, you know that at the present time under the 
Customs Simplification Act of 1956, the Tariff Commission and the 
Treasury are investigating further into this whole antidumping 
procedure. 

There is this difference, which I think should be brought to the 
attention of the committee, and that is in the antidumping statute the 
word “injury” is used. In the escape clause actions the phrase 
“serious injury” is used. 

That has caused, I imagine, among my colleagues, some difficulty. 
I cannot testify as to what the workings of their minds are, but there 
is in the law, I think, “serious injury,” “substantial injury,” and 
“injury.” 

Apparently Congress differentiated between the extremities of 
injury in each of those cases. What I might consider “serious injury” 
one of my colleagues might think was just “injury,” or not injury at 
all. We do have that conflict. 

Mr. E. Martry. When the Commission makes a finding of serious 
injury under the escape clause, it publishes the considerations perti- 
nent to the findings; does it not ? 

Mr. Tarsor. Yes, sir. 

Mr. E. Martin. When it makes a finding of substantial injury under 
section 337 of the Tariff Act, it makes public the considerations bear- 
ing upon the decision ; does it not? 

Mr. Taxrzor. Yes, sir; and because the statute tells us to make a 
report. The statute specifically says that we shall make a report to 
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the President. In the antidumping case that is not so. In the anti- 
dumping case it says that we shall notify the Secretary of the Treasury 
whether or not we find injury or whether or not we find that a domestic 

ve is being prevented from coming into existence in the United 
* States 


Is your point, Mr. Martin, that the Commission should make a report 
in antidumping cases ? 

Mr. E. n. Well, really, my point is to try to find out why the 
Commission does not. 

Mr. Tatsor. Because the statute does not require it, and if Congress 
wants us to make a report in antidumping cases as we do in escape- 
clause cases, a very simple amendment to the present law would be that 
we be required to make such a report. 

Mr. E. Martin. Of course, under Executive Order No. 9832, which 
first gave the Tariff Commission the responsibility for escape-clause 
proceedings, there was no law that required the Commission to make 
a report; there was no law stipulating the considerations pertinent to 
the finding ; it was all done by Executive order. 

Mr. Tatzor. Mr. Martin, may I say this, because I think it would 
be very helpful to the committee and to the Congress in formulating 
future legislation : 

In the escape-clause matters we usually have many, many respond- 
ents within an industry. In cotton blouses, which we had recently, 
there were more than 200. In the fish case—I do not know how many 
there were, but there were hundreds of them, but in antidumping cases 
with 1 exception in the 5 or 6 cases that we have had, there has been 
1 importer, and usually there is 1 country involved, and this entails 
a great amount of confidential evidence and confidential information 
that we cannot disclose to the public under the statute with which you 
are familiar that might bring a prison sentence upon the Commis- 
sioners, and a fine for allowing this confidential information to be 
made public. Now, I think that that is a handicap which we are under 
in the antidumping statute. The most recent one—the soil-pipe case— 
involved one importer, and for us to make a report that would be 
intelligible to the public or to you or to anyone else would involve of 
necessity disclosing some of the operations. 

Now, I think that point should be kept in everyone’s mind. 

Mr. E. Martin. Had you finished ? 

Mr. Tatzor. Yes; lam through. 

Mr. E. Martin. I think probably from your principal statement that 
it appears that you feel that the Commission is doing an adequate job 
in its peril-point responsibility. 

Mr. Tatzor. Yes; I do. 

Mr. E. Martin. Would it be possible to speed up the completion of 
escape-clause cases? What would happen if the law provided that 
the Commission should complete its report in these escape-clause cases 
within 3 or 4 months of the time of receiving the eee en 

Mr. Tarzor. In my opinion, it would be impossible, because I have 


just cited where the questionnaire process takes 3 or 4 months in the 
ordinary case, and it may take much longer if we have reluctant re- 
spondents who fail to answer the questionnaires. 

I would like to give the committee one example. In the fish filleting 
case, it involved getting returns from hundreds of boatowners and the 
crews and the filleters, and the processors and importers, and many 
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of these people that sail out of Boston and Gloucester.. The minute 
that anyone goes to see them, they become timid and they do not want 
to make returns. I think sometimes they feel that we are in the 
Internal Revenue Department. We are trying to get information to 
help them. Nevertheless, they are reluctant, and even after field trip 
in which we send our staffs up there to Boston, Portland, Gloucester, 
and Nova Scotia, we have diffteulty in getting a representative sample 
of the industry. 

We have been very successful in getting samples that run 80, 90, 
and even 100 percent, and those are very excellent samples of industry 
and its trade. I do not think we have been criticized on that point, 
but if we had the full cooperation of the members of the domestic 
industry and the importers, again, in my opinion, and I do not want 
to have anyone think I have a crying towel here, but I think if we had 
a more adequate staff and could put more people into fieldwork, this 
is a personal opinion now and my colleagues here may disagree with 
me violently, but I think we could perhaps cut down probably 2 months 
on the escape-clause procedure, but I want to assure the committee 
that we get them out just as fast as we can. We do not always take 
the 9 months. 

Mr. E. Marrry. I take it you would be able to cut down considerably 
more than 2 months if some way were found to resolve this delay in 
the completion of questionnaires. 

Let me raise a proposition and let me see if you think it would be 
reasonable. 

Would it be reasonable for the Government to adopt a rule that 
where the applying industry failed to respond to the questionnaires, 
and I am always assuming that these questionnaires are pertinent, rel- 
evant, and reasonable, but where the industry applying for a change 
in the tariff failed to give the required information within a period of 
2 or 3 weeks, that the application should be denied, would that be a 
reasonable rule? 

Mr. Tatzor. Mr. Martin, as former General Counsel of the Tariff 
Commission, you must be familiar with the fact that we always bring 
section 7 cases also under the provisions of 332, and the reason for that 
is because the Commission has the power to subpena people and to 
subpena duces tecum the records of these corporations, or these wit- 
nesses. Since I have been a member of the Tariff Commission we have 
never used the power to subpena. Now, gentlemen, an industry comes 
into the Tariff Commission seeking relief, and if we have to use a club 
or a subpena—perhaps club is not the proper word—but if we have to 
get this information by force from the very people who are seeking 
relief, I think it makes for a very unusual situation. 

Mr. E. Martin. Mr. Talbot, i did not make my question clear. I 
am not criticizing the Commission for its appreciation of the present 
law. We have had complaints in these hearings about the long time 
that elapses in escape-clause cases. We have had recommendations 
that the time be reduced by a great jump. 

My question was addressed to the legislative realm and to reducing 
the time about 3 or 4 months. I think something will have to be done 
about the question of delay involved in furnishing information, so, it 
was just a question as to whetlial that would be a reasonable approach, 


not for you to take, but for Congress to take; to provide that where 
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an applicant fails to give the needed information promptly, the appli- 
cation should be dismissed. 

Mr. Tatzor. That truly is a question of policy, I am sure. 

Mr. E. Martin. Yes. 

Mr. Tarzor. I do not feel that I should try to answer that or to 
tell Congress what to do. Mr. Martin, you recall that there are 10 
guideposts that Con laid down for us in the escape-clause cases. 
We are to obtain information on the loss of employment, the loss of 
man-hours, and so forth, and the decline of profits. In order to carry 
out the will of Congress, we have to get this information and we have 
got to fill up those 10 gaps with proper information and that takes 
time. If Naha, me says this is what you shall consider your powers, 
among other things, we must get the information on those 10 guides. 

a E. Martin. I am not criticizing your appreciation of the pres- 
ent law. 

Mr. Tatzor. You mean if Congress changes thé law? 

Mr. E. Martin. Of course, I think some radical changes in the law 
would have to be made to complete the investigatitons in 3 or 4 months. 

Mr. Taxzor. I want to assure the committee as to anything that 
Congress does that I am sure we will be able to comply with that law in 
the Tariff Commission. 

Mr. E. Marttn. There is one point that I do not think any sugges- 
tions were made on yet, and that is on the other side of it, from the 
importers. I do not think you could adopt such a rule about dis- 
missing petitions in the case of delaying in furnishing information, 
if the delay came from their side. 

Mr. Taxzor. I get your point and I appreciate it; that is correct. 

Mr. E. Martin. Did the 1955 amendment to the legislation definite- 
ly answer and provide the desirable clarification of the Commission’s 
construction ? 

Mr. Tarzor. Sir, we are talking of that now. It has arisen, of 
course, but whether it clarified it or not is questionable. In the main, 
what the amendments do is to say that if an importer is getting a prod- 
uct into the country, that if there is somewhere a like competitive prod- 
uct made in this country that is the industry. 

Now, Mr. Dorfman is sitting here, and I have talked this over with 
him. He has proposed to me the question whether or not sausage cas- 
ings made from the intestines of a pig are like, similar, or competi- 
tive with synthetic sausage casings made in this country. Surely 
imports of sausage casings made from the intestines of a pig would be 
like, similar, and competitive with the sausage casings made in this 
country from the intestines of a pig, but would they be competitive 
with the sausage casings made synthetically in this country? Now, 
we have to face that question and the Commission has come up with 
these things. There are many examples of where the question of like, 
similar, and directly competitive is not something that you can sit 
down and say categorically this is it. I have that feeling but I am 
expressing only my own thoughts when I am stating these things, Mr. 
Martin. The Commission may have a different view entirely. 

Mr. E. Martin. Some witnesses at these hearings have contended 
that escape-clause legislation should be narrowed so as to provide for 
the consideration only of the effect of increased imports on the na- 
tional economy, as distinguished from the effect of injury to a relative- 
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ly narrow segment of industry. Do you think that would be a work- 
able standard for the escape clause? 

Mr. Tatsor. What do you mean by the segment of an industry? 
Do you mean some companies may be prosperous within an industry 
and others may be losing money ¢ 

Mr. E. Martin. No, the question does not deal with that, but with 
whether the standard should be change so that the escape clause would 
apply only when the effect of increased imports is to do serious injury 
to the national economy. 

Mr. Tatzor. To the national economy ? 

Mr. E. Martin. Yes. 


Mr. Tatzor. That is an entirely different concept than the present 
one. 


Mr. ss. Martin. Would that be a workable concept under the escape 
clause ? 

Mr. Tarzor. That would involve a great deal of economic study. 
In other words, your point is every time there would be a depression 
in this country ordinarily you would get rid of all of your concessions, 
is that what you mean? 

Mr. E. Martin. That is not my point, but I have to get answers to 
the questions that were raised at the hearings. 

Mr. Tausor. Well, Mr. Martin, I think that is beyond by seope of 
jurisdiction, and I would rather not answer that. That is a very 
ee question and it would require considerable study, I would 
think. 

Mr. E. Martin. At the present time, we have two quite different 
standards and procedures for adjusting the duties on trade-agreement 
items and on non-trade-agreement items, the escape clause for trade- 
agreement items and section 336 for non-trade-agreement items. Do 
you think it would be desirable to have the same standards for all 
items? Specifically, do you think it would be desirable to change the 
law so that the duties on non-trade-agreement items would be to have a 
duty in those cases where it was necessary to avoid serious injury 
to American industry ? 

Mr. Taxsor. Rather than to equalize the cost of production ? 

Mr. E. Martin. That is right. 

Mr. Tarzor. If the study were made correctly, it would not make 
any difference. You would arrive at the same point. If you found 
injury, I would think that under the escape clause, you would pro- 
vide the remedy necessary to get rid of the injury, to overcome the in- 
jury. It seems to me that would be pretty close to what would be 
necessary to equalize the cost of production under 336. You would 
arrive at almost the same thing. 

Mr. E. Marttn. But you would be coming to it by a different means. 
Instead of coming by oxcart, you would be coming by jet, would 
you not, relatively speaking ? 

Mr. Tarzor. Yes. 

Mr. E. Martin. Does not the history of section 336 cases in con- 
nection with this show that they take considerable time ? 

Mr. Tatzor, Yes, some of them take 2 or 3 years. We have had no 
section 336 investigations since either Commissioner Sutton or I have 
been Commissioners, since 1953. 

Mr. E. Martin. What about chinaware? 
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Mr. Tatzor. Oh, yes, chinaware.. Mr. Sutton was not then a mem- 
ber of the Commission, but I was, that is right. 

Mr. E. Martin. Do you think, Mr. Talbot, it would be proper to 
vest findings of injury and the findings of sales below fair value in 
the same agency under the Antidumping Act? 

Mr. Taxpor. I think this study that is being made now will prob- 
ably touch upon that. It is a bit troublesome at the present time to 
have one agency making findings of unfair value and another agency 
that goes into the question of injury. However, as you know, Mr. 
Martin, the duty of the Tariff Commission now is merely to find injury 
and report back to the Secretary of the Treasury. Now, we have tried 
to make our procedure as open'and public as we can. 

For instance, we do have a public hearing at which everyone may 
testify and, as you know, on the question of unfair value, there is no 
public hearing. 

Now, if it were to be put under the one agency, I assume that there 
would be a public hearing on everything. 1 do not know, but perhaps 
that is what you are getting at, but it is not all milk and honey if it is 
what you are getting at. 

Mr. E. Martin. Thank you, Mr. Talbot. 

Mr. Harrison. Mr. Machrowicz. 

Mr. Macurowicz. I just have one question along the line of in- 
quiry regarding the time consumed in these investigations under the 
escape clause. 

I am rather reluctant to accept the theory that nothing much can 
be done to shorten that time, other than to increase your staff. Do 
you have any suggestions to us as to how the time can be shortened / 

. Tatzor. On reducing the 9 months? 

Mr. Macurowicz. On reducing the 9 months period; yes. 

Mr. Taxzor. I said I thought it could be reduced by several months. 

Mr. Macurowicz. Would you have any suggestions as to how it 
coe. done, what could be done legislativewise, to shorten that 
perio 

Mr. Targor. Well, I think, sir, that I have indicated that if some- 
thing could be done to get more full cooperation between the industry 
and the Tariff Commission in supplying the Tariff Commission with 
the information now, we could, of course, make a finding on a sample 
of 20 or 30 percent of an industry. I would not dislike to do that, 
as indicated. 

Mr. Macurowicz. Well, along that line, what suggestions would 
you have.to shorten that period of getting this information on any 
industry in response to your questionnaires? I notice that you are 
rather reluctant as to any limitation of time within which these 
answer may be made. 

Mr. Tatsor. May I speak with our General Counsel on that? 

Mr. Macurowicz. Yes. 

Mr. Tatzor. I wonder, Congressman, if Mr. Kaplowitz might 
answer that question, because it comes under his jurisdiction more. 

Mr. Kartowrrz. All I was suggesting was that the amount of time 
that ye should have in which to make an investigation depends 
largely upon the kind of an investigation you want to make. Now, 
do you want to make a very exhaustive investigation, or will it be 
enough to make a less exhaustive investigation ? 
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We had 12 months originally under the escape clause in which to 
make the investigation. That was reduced to 9 months. I do not 
know that that had any effect on the method of investigation or the 
extent to which you went into all of the questions involved. When 
the question was asked us about the length of time necessary for in- 
jury eee under the Antidumping Act, whether 3 months 
would be sufficient, I think we replied that if we were told to do it in 
3 months, it would, of course, more or less affect the type.of investi- 
gation we could conduct. It would not be as extensive as an escape- 
clause investigation. 

Mr. Macnrowicz. I am not inferring that there should be less in- 
vestigation but I am addressing myself to the statement made here 
that there is sometimes undue delay in receiving these answers to the 
questionnaires. I presume that delay would be more a delay from the 
respondents than the complainants; is that correct ? 

Mr. Tatzor. Congressman Machrowicz, I am certain, while think- 
ing on this question, that if we did not have to make any report to 
the President, we could save at least a month. 

Mr. Macurowicz. If you did not have to do what? 

Mr. Taxzor. Make a report to the President, that if we could write 
a letter to the President saying that we find serious injury, and that 
we recommend thus and so without the necessity of making a complete 
report. I do not know whether the Members of Congress regularly 
read our reports or not, but the Tariff Commission report is a volu- 
minous document and it includes usually 20 to 50 statistical tables 
with historical and other documents included, and it entails a great 
amount of work, I want to assure you, and I am certain that the com- 
pilation of the report to the President and to the public takes about 
a month’s time. 

Mr. Macrrowricz. I am sure on that point you would agree that if 
you were given more adequate staff and more appropriations, that 
would partially solve the problem, would it not ? 

Mr. Tatzor. The best man in the world to answer that question is 
sitting right next to you [Mr. Morrison]. 

Mr. Macurowrcz. I want to come back to the question of delay in 
getting these answers. Ordinarily, it is to the interest of the respond- 
ents not to be too prompt in giving these answers, is it not? 

Mr. Tatzor. Well, one would think that the members of the do- 
mestic industry which made the application would want to give us 
the information we have asked for. Experience shows that that is 
not so, that you just have to go out and dig it out. For instance, on 
a field trip, involving visits to 15 or 20 factories, we have to go in and 
go right through the books of the corporation to get the information. 
In fact, we have men right now going out on investigations on which 
hearings were held several weeks ago. We still have not got the 
information, and it involves one of the big producers in this industry. 

Mr. Macurowrcz. That is what I am trying to find out, what can 
we do about it, to a up this process ? 

Mr. Tatzor. Mr. Martin suggested, as I understood him, unless 
there was cooperation, that after a period of time we throw it out. 

Mr. Macurowricz. What about that ? 

Mr. Tatzor. But you see that is unfair to those who have their 
heart and soul in proving to us that they are suffering serious injury. 
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Mr. Macurowrcz. Ifa man has his heart and soul in trying to prove 
serious injury, he will be prompt in giving you the information 


—— 
- Tatzor. That is right. 


_ Mr. Macurowrcz.. If he does not give you the information required, 
it would not appear to me like he is very sincere in his effort. 

Mr. Taxzor. That is right. 

Mr. Macurowicz. And why should not an application of that kind 
be dismissed ? 

Mr. Tatzor. What is that? 

_Mr. Macurowicz. Why should not an application of that type be 
dismissed if, within a reasonable time, the information is not presented 
to you oe the applicant ? 

Mr. Taxtzor. Well, probably it should, and I guess that is what 
Mr. Martin indicated. We did, in one instance, where we got no 
cooperation at all, we dismissed it. 

Mr. Macurowicz. Taking the other side, if the respondent fails 
to furnish information, what remedy do you have there? 

Mr. Tatsor. The only remedy we have is the power of subpena. 
There is no power of subpena under section 7, but we do it by joining 
section 332 with section 7. That gives us the power to subpena. 

Mr. Macurowicz. Where it appears quite obvious that the respond- 
ent is pursuing delaying tactics, would it not be justified to authorize 
the Commission to give some sort of an intermediate order penalizing 
the respondents? 

Mr. Tatzor. One of the things that has not been discussed here is 
whether or not the Tariff Commission has any power or not. Unlike 
all other regulatory agencies we investigate and make a report to 
the President. We have no power whatsoever. 

The Federal Trade Commission, and I am not arguing that we 
should have power now, I am merely distinguishing, the Federal 
Trade Commission, the ICC, and the Federal Power Commission, and 
all these regulatory commissions, when they make a finding they 
enforce it by a mandate. Wedonot. We merely pass it on to another 
level, and the Executive then carries on, so that our function is a 
little different. 

Mr. Macurowricz. If you had some such intermediate power, would 
not that step up the progress considerably ? 

Mr. Tatzor. I think it would, but I want it distinctly understood 
that I am not advocating such a thing because it is a new policy. 

Mr. Macurowicz. But on the other hand, we are faced with the 
applicants’ complaints, of which we have heard a good many, saying 
that there is me delay. I want to know from you or from anyone 
else what possibly could be done to avoid this delay. 

Mr. Tarzor. If the Commission were allowed 10 or 15 days in which 
to file a written answer to it and to make it a part of the record, I 
would do it. It requires some thought. 

Mr. Macurowrcz. I think, Mr. Chairman, that the Commission 
should be asked to make some specific recommendations along those 
lines within a reasonable period of time. I think it would be advan- 
tageous to the committee. 

Mr. Tazzor. Mr. Bent has a thought on it and also Mr. Dorfman. 
Whether you want the answers here and now, or whether you want 
to have us submit something, I do not know. 
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Mr. Macurowicz. I think it would be better if you had them sent 
in after full consultation and deliberations, 

Mr. Tatzor. When would you like to have them, Congressman ? 

Mr. Macurowricz. Sometime before October 15. 

Mr. Tauzor. Fine. 

Mr. Harrison. Mr. Talbot, I hand you to put in the record at this 
time what purports to be a statement of your staff. 

Mr. Tarsor. Yes, sir. 

(The document referred to follows :) 


Tariff Commission 


1955 esti- | 1955 actual | 1956 esti- |1956 revised) 1957 esti- 
mate ! mate 2 estimate mate 


———_ | | | SE TF 


Total number of permanent positions_--_--..- 204 211 


et LEO 219 229 
Average number of all employees--.-...--..--- 199 198 211 212 220 
Number of employees end of year___..---..--|.-------2--- 198 211 217 220 
Request for personal services. --._-.....-..-.-- $1, 271, 000 | $1, 273,613 | $1,345,000 | $1, 421,525 |$1, 471, 000 
Total obligation, estimate ---.........--.-.-.. 1, 333,600 | 1,352,483 | 1,416,000 | 1,491,300 | 1, 555,000 
Original appropriation___............---.-.--.. 9:1, 337, 000 4. .acnconsa SPOOR OND | nnnnne--- 32 41, 550, 000 
Sappeesiearal Gppropriatiem,. .-2- +2223. SS. i. Speanassesone op EA e A Aa RE. Se 

TOC IIR «6 on cing es cd ananqins lconbasseteceeiatiametios 1, 483, 000 


1 Figures taken from the Budget of the U. 8. Government for the fiscal year ending June 30, 1955, p. 149 

2 Figures taken from the Budget of the U. S. Government for the fiscal yer ending June 30, 1956, p. 150. 

8 Appropriation figures were obtained from the House Committee on Appropriations on Sept. 27, 1956. 
No supplemental appropriation was made in 1955. However, there was a 1955 indefinite appropriation to 
ie ha cost of pay increases so that the Bureau of the Budget could work out with the agencies the funds 
needed. 


4 Figures taken from the Budget of the U. 8. Government for the fiscal year ending June 30, 1957, p. 171 


Mr. Harrison. I ask you if that is correct. 

Mr. Tasor. I wonder, Mr. Chairman, if it would be permissible for 
the Commission also to file as an exhibit a sample questionnaire ? 

Mr. Harrison. Yes. 

Mr. Tatzor. A sample questionnaire sent to the importer, the do- 
mestic industry and the contractor, if there be one. I think it will give 
some idea of the scope of the investigation. May we file that as an 
exhibit sometime in the next few dayst 

Mr. Harrison. You certainly may. 

Mr. Tatzor. We will file it today. 

Mr. Harrison. That is fine. 

Mr. Tarzor. I did not know we had it. 

Mr. Harrison. That statement on personnel is correct, is it? 

Mr. Tatgor. Yes, except it only goes back to 1955. 

Mr. Harrison. Let me ask you this question: To what extent do you 
think that should be increased in order to enable the Commission to 
properly and expeditiously discharge its duties? 

Mr. Tatzor. Iam very happy to answer that question. 

In addition to the duties that we have gone over this morning, there 
are one or two duties that the law requires us to carry out which we are 
not carrying out properly, in my opinion. 

Summaries of tariff opinions are very valuable to Members of Con- 
gress and the tradeand for our records. They have not been published 
since 1948. I would like to see some people put upon that project. 

I know in Mr. Kaplowitz’ department, and I think every lawyer 
would appreciate this, that we have made no abstracting of cases 
affecting tariff matters for many years. There:should be an abstract- 
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ing of them. It would save time in the end if all of the opinions and 
decisions of the Customs Court, the Customs Court of Appeals, and 
the Supreme Court as they affect us, if abstracts of them could be made. 
We do not have the time or the help to do it. 

I am sure in Mr. Dorfman’s department, he could use some econ- 
omists. I am sure all of the commodity divisions could be 
strengthened. 

When I first came to the Tariff Commission, the average age of the 
employees was very high. 

We appointed a subcommittee of 2 Commissioners, Commissioner 
Schreiber and Commissioner Jones, and they brought that down 5 or 
6 years. Iam estimating, but we have hired some young people. It is 
very difficult for us to get the right kind of people. 

Recently we wanted someone in our Paper and Wood Division. We 
wrote to the forestry-schools in this part of the country, to Yale, Cor- 
nell, Syracuse, and those on the west coast, trying to find one man and 
it was utterly impossible. It is difficult to get men and train them, 
and we have some very good teachers over there on our staff who 
could train them, which takes time. We do look for a better staff and 
better employees all the time. 

I would be glad to file before October 15 a statement by the Commis- 
sion as to how many people we need to carry out this function and the 
functions which are not being carried out. I would guess probably 
30 additional employees would do it, maybe less than 30 might do it, 
but it would not be a very great expenditure of money. 

Mr. Harrison. Do I understand by that that your guess is that 30 
additional employees would enable the Commission to fully discharge 
its duties promptly and expeditiously in accordance with the direc- 
tives of law in all of its activities? 

Mr. Tatzor. That is my present opinion, but I would like to take 
that up with the full Commission and with our our staff and to point 
out to this committee just how many we need in each of these 
divisions. 

Mr. Harrtson. That would be an increase in your appropriation of 
from $120,000 to $150,000; is that correct ? 

Mr. Taxgor. Or a little more, $150,000 to $200,000. 

Mr. Harrison. $150,000 to $200,000 ? 

Mr. Tarzor. Yes, sir. 

Mr. Harrison. Now, do I understand that, if you had an additional 
appropriation of $200,000, at the maximum, that there would be no 
further problem of performing your functions fully under all phases 
of the responsibilities imposed upon you ? 

Mr. Tarzor. I do not know whether there would be any further 
problems or not, because I do not know what duty may be forced 
upon us in the future, but I think we could adequately carry out our 
duties as laid down by the Congress. 

Mr. Harrison. Commissioner Sutton, do you agree with that? 

Mr. Surron. Mr. Congressman, I do not think that our problem 
is all one of just adding people. We have to get the right people in 
the right spot, and I cannot subscribe entirely to the view that all 
of our jest would be alleviated by adding additional persons. 


Although we need additional people in some segments, I cannot agree 
that all of our problems would be alleviated by getting additional 
people. 
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Mr. Harrison. The people I will designate, for want of a better 
name, as high protectionists, and also others, to whom I will refer 
as freetraders, seem to be fully agreed upon one thing in this hearing, 
which is that the Tariff Commission does not have enough money 
from the Congress to perform its duty. 1 want to ask you gentlemen 
if you will state for the record how much more money, not how much 
inadequate the appropriation is, but how much more money you need 
so that that complaint will be ended ¢ 

Mr. Taxzor. I have already eps my figure, Mr. Chairman. 

Mr. Harrison. $200,000; is that correct ¢ 

Mr. Tarzor. Yes. 

Mr. Harrison. I hope you gentlemen agree on that. 

Are you sure, from the point of view of the competition of private 
industry, that your pay scale for your experts is at 

Mr. Tarzor. I feel that we have the finest experts in Government 
in the Tariff Commission. I am speaking now of the staff. 

There are men and women there who have devoted their lives to the 
particular duties that they are experts in. They are getting old. 
With more liberal retirement provisions, we are apt to lose more of 
them. It is very difficult to replace them. Our rate of pay is not as 
high as that offered by industry, and we have found that out in trying 
to engage young men, and young men out of colleges, to come to us. 
I think we have made good progress in the last 2 or 3 years on this 
but there certainly is room for improvement in that respect. 

Mr. Harrison. Can you tell me how the Budget Bureau recommen- 
dations, as contained in the President’s budget, compare with the 
appropriations that the Congress has made to your agency ? 

Mr. Bent. I am secretary and budget officer of the Commission. 
I happen to have a table here which gives that information from 
1953 up to date and I might say that the past 3 years Congress has 
wisely, I hope, given us almost the exact amount which the Budget 
Bureau has allowed us. 

Mr. Harrison. All right, then, any inadequacy in your appropria- 
tion has been due to the amount of your request, not that Congress has 
denied your request; is that correct ? 

Mr. Bent. Yes, sir; that is correct, as far as the amount requested 
for the Commission by the Budget Bureau is concerned. 

Mr. Harrison. Now, will you describe the procedure under which 
your budget is presented to the Budget Bureau ? 

Mr. Bent. It is identical, as far as I know, with that applied to all 
Government agencies. In fact, we do our job as we see it and the 
Bureau of the Budget does its job. 

They have, generally speaking, an overall program of the admin- 
istration to which the agencies are more or less made to conform. I 
would suggest that if the Bureau of the Budget automatically recom- 
mended to you all of the amounts which are requested by all of the 
aor of Government, the budget would be probably 2 or 3 times 
what it is. 


Mr. Harrison. Yes, billions more. No agency in the Government 
has enough money. 

Mr. Bent. So, I think it is fair to say that they have studied our 
problems rather carefully and in accordance with what we have to 


do, and compared with other agencies, that they have certainly treated 
us no worse than the average. 
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Mr. Harrison. Do you present your budget to the Bureau in person ? 
What officers present it for you? 

Mr. Bent. There is a long written justification required by the 
Budget Bureau with the details and tables, which is then followed by 
a hearing which all of our Commissioners and the principal staff 
officials attend. 

Mr. Harrison. Who else attends? 

Mr. Bent. Well, the Bureau of the Budget has usually 3 or 4 of its 
own people, including those in higher echelons. In some recent years, 
they have had representatives from the State Department also. 

Mr. Harrison. Why are representatives from the State Department 
invited to consider your budget? 

Mr. Bent. Well, of course, the real answer would have to come from 
the Bureau of the Budget. A substantial share of the Tariff Com- 
mission’s workload in any given budget year depends upon the whole 
trade-agreements program. If large-scale trade-agreement negotia- 
tions are contemplated in 1958, for instance, we have 1 budgetary 
problem. If very few are contemplated, we have quite a different 
one because, as Mr. Talbot pointed out to you, when we have a large- 
scale peril-point operation, the whole staff does nothing else for 2 or 
3 months. 

Mr. Harrison. Does the State Department assist you in presenting 
your views to the Bureau of the Budget and cooperate with you / 

Mr. Benv. I take it its function is to supply any information that 
may be asked for by the Bureau of the Budget people as to what 
the Government of the United States and the Department are going 
to do with respect to trade-agreement negotiations. As far as I can 
recall, anything that has been developed has been entirely agreeable 
to us. 

There has certainly been no effort to make it difficult for us. 

Mr. Harrison. Do the Commissioners agree with that statement / 

Mr. Taxzor. I do not know why anyone is there. It may be to help 
us out. I do not know. There has been a representative there, and 
I assumed the avowed purpose for his being ewes as Mr. Bent said, 
is because they have a better knowledge, perhaps, of what the impact 
is going to be on our agency for the next year. In other words, they 
know what trade agreements they are going to have. 

Mr. Harrison. I think that information would be in the hands of 
the Bureau of the Budget. 

Now, going back to the escape clause that we have heard so much 
about, first there has been a great deal of complaint about the lack 
of cooperation on the part of the Department of Commerce, Bureau 
of the Census, in furnishing statistics and information to petitioners 
that is required to be filed with the application. Have you any com- 
ment to make on that ? 

Mr. Tatsor. Yes. In general, where there are tariff classifications 
and separate rules are kept on the imports, we are successful in obtain- 
ing statistics. However, we have basket clauses and we have clauses 
that allow imports of a great number of particular commodities within 
that particular basket. They do not break those down and, therefore, 
1 basket may include as many as 20 different commodities that are 
imported into this country under that particular heading, whatever 
it may be. 
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It is true very much in the chemical field, where you may have as 
many as 200 products in a basket. It is true also in the metals field, 
where you may have various metals coming in under the same para- 

raph. 

? I 4 order to break down that basket and to find out specifically how 
many of a particular item are being imported into the country it is 
necessary for the Tariff Commission to engage either one of its own 
employees or one of the employees of the Bureau of Census to keep a 
separate count on that particular commodity for a period of 3 or 4 
months so that we can find out how many of that particular commodity 
is coming into the country. We do that if it has to do with the Tariff 
Commission work. If it is for a private individual or a corporation 
we do not have the money to do it. If a private individual wants to 
pay for it it can be arranged with the Bureau of the Census that they 
will put one of their men on the job and separately classify the partic- 
ular article that the corporation may be interested in. As I under- 
stand it, that cost is about the salary of one employee. That is what 
it amounts to. 

Mr. Harrison. Let us get that down to cases. Some fellow was in 
here the other day and said that he wanted to file a petition under the 
escape clause in connection, I think, with luggage. 

Mr. Tarsor. Luggage locks. 

Mr. Harrison. Luggage locks, that is right. He said that you re- 
quired him to have official statistics and the Bureau of the Census 
said they did not have them. What would that fellow do? Is that 
true? Do you require the official statistics? 

Mr. Taxzor. Now, that is true. 

Mr. Harrison. You do require the official statistics, is that correct, 
from the Bureau of the Census? 

Mr. Tarsor. That is correct, but I think our rules are flexible enough 
so that the applicant would not have to have that. We would get it 
after the application was filed. Am I correct on that, Mr. Kaplowitz? 

Mr. Harrison. You mean you can get figures from the Bureau of 
the Census that he cannot? 

Mr. Tatzor. Let me put it this way: The Congress appropriates 
money to us to use for Gurdmnas purposes. If an escape clause is 
brought to us and that information is not furnished and the appli- 
cant says he cannot get it then it is our oo This is what requires so 
much time in escape clauses. It is our job to go out and get this infor- 
mation. We can spend Government money to get the ) peter for the 
Tariff Commission, but we cannot spend Government money to get 
them for some private individual. That is what it amounts to. 

I think our rules of practice and procedure are elastic enough so 
that if that person wants to bring the escape clause he does not have 
to supply those figures, and we will get those figures at Government 
cost. 

Mr. Harrrson. I see a statement here by Mr. Coleman. He says 
that he tried to get a study of local imports but was turned down 
by the Census Bureau and he tried to learn why and a month later 
the Tariff Commission advised him that Census denied their request 
because there were only 2 importers and their confidential rule pre- 
cluded a special study in such circumstances. Is that correct? 

Mr. Tarsor. Mr. Chairman, it is partly right, but during the peril- 
point investigations on the particular paragraph involved—I think 
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it was paragraph 397—the Tariff Commission did send a man up to 
New York and we did get the import statistics on luggage locks for a 
period of time, 2 or 3 months. We had to do that in order to arrive at 
a peril point in the peril-point findings or recommendations. 

Now, that is Government business. We had to do it to get the infor- 
mation for the Tariff Commission. Once we got the information we 
stopped. We could not afford to keep a man up in New York gather- 
ing information for some private individual. The Government does 
not give us money to do that sort of thing. 

Mr. Harrison. Well, do you require that he have official figures? 

Mr. Tatgor. No. Am I right in that, Mr. Kaplowitz? 

Mr. Chairman, this is the man who must pass upon that. I am 
sure our rules are that elastic. I will let Mr. Kaplowitz answer. 

Mr. Kartowrrz. I would say this: If the applicant satisfies us that 
he has made a reasonable effort to get statistical information regard- 
ing imports and we are satisfied that he has done everything possible, 
but because of considerations beyond his control he is unable to obtain 
adequate information we will not require him to supply those figures 
for the purpose of filing an application. 

Mr. Harrison. All right. 

Mr. Kartowrrz. Now, if an application is filed under those circum- 
stances then we would not consider it invalid or nonacceptable for 
that reason. But involved in all these situations is the question of 
whether it is feasible or possible to get the information in any event. 
We would proceed with the investigation and try to get the necessary 
data from the statistics so far as they are available. If we succeed we 
can go ahead in the usual way. 

It may turn out in a particular case that it is impossible under any 
circumstances; that there is just no reporting made, particularly with 
respect to prior imports, which would enable us to determine, for 
example, what the imports were in a representative period. 

Mr. Harrison. Now, there was another witness in here who claimed 
serious injury on account of Japanese imports of corduroys. He said 
that his lawyer had advised him it would be useless to apply under the 
escape clause because there were no official Government figures, but 
nevertheless he presented us with information with a table taken from 
the daily newspapers, compiled from them, which showed Japanese 
imports of 1955 I think of some five or six thousand yards, and 1956 
imports of over a million yards a month. 

r. Tatsor. On corduroys? There are no corduroys imported. You 
must mean velveteens. 

Mr. Harrtson. Corduroy wearing apparel. 

Mr. Tarvor. Oh, wearing apparel. 

Mr. Harrison. Made up of corduroy. If that man cannot get 
official figures, do I understand the law does not permit you to apply 
the best-evidence rule and consider his case under the best-evidence 
rule? 

Mr. Tatsor. That is exactly what we would do. 

Mr. Harrison. You do consider it under the best-evidence rule ? 

Mr. Taxzor. If he states that he has made every effort to get it and 
cannot get it we would accept the application and proceed and we 


would get it, if possible. 
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Mr. Harrison. Suppose it is not possible to get official figures? 
Then will you accept the best evidence? 

Mr. Tatzsor. We would send a man up to the customhouse in 
New York and we would get the import figures on the imports as they 
came in. It is true we would not know what had happened last year 
or the year before, but we would know the current imports that were 
coming in. And that would be done at Government expense. 

Mr. Harrison. Then this particular man has been incorrectly 
advised ? 

Mr. Tatnor. Mr. Dorfman suggests we could also go to the importer 
and get that information. 

Mr. Baur. We always go. 

Mr. E. Martin. Mr. Talbot, you speak of looking at the customs 
records and getting information from them. It it not true that there 
is no compulsion on an importer to describe his articles more specifi- 
cally than the established classification requires? 

Mr. Tarsor. That is right. 

Mr. E. Martrn. If there is a classification for “Miscellaneous chem- 
icals not otherwise specified” that might cover 500 chemicals and it 
would be just at the option of the importer if he wanted to say that 
some of that chemical was X YZ chemical, if that is what you were 
investigating. 

Mr. Tatnor. That is correct. 

Mr. E. Martin. So that you could look at every one of those entries 
and perhaps there would be no evidence at all to show any particular 
entry of XYZ chemical; is that right? 

Mr. Tatgor. Except that I think most importers would say: 

Now, 75 percent of this, or 90 percent of this, that I have received, is the 
commodity you are looking for. 

Mr. Martin, we would get a pretty good estimate on it. Although 
it would not be accurate, we do not require 100 percent accuracy. 

Mr. E. Martin. That is a little different. I was talking about the 
official records on import statistics. You could get nothing in the 
case I cited from the official records, except you would know the total 
amount of miscellaneous chemicals. You would have no idea of how 
that was broken down. 

Mr. Tarsor. And that might well be true, Mr. Martin, if luggage 
locks are taken out of 397 and put in 384. It might be exactly the 
same situation. 

Mr. E. Martin. According to Mr. Coleman it is the situation now. 

Mr. Tarror. It does not necessarily set up a separate statistical 
class under 384, 

Mr. E. Marrin. It may not necessarily, but he says he is in that 
mess now. 

Mr. Tatror. There is no guaranty on it. 

Mr. E. Martin. A change could not make it worse. 

Getting back to my chemical illustration, if you were investigating 
this chemical you would be entirely dependent upon the importer for 
information as to the details of the imports; would you not? 

Mr. Tarzor, Correct. We have the same difficulty on finding a 
ae point on a basket clause. There may be 200 articles in that 

asket clause and we are asked to find a peril point on the whole 
basket clause. If may involve articles not yet in existence, which 
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will not come into existence for 50 years, yet the law requires us to 
find a peril point on it. 

Mr. Harrison. Am I correct, then, that in such a situation under 
ete clause application in all events you apply the best evidence 
rule? 

Mr. Tatpor. Yes, sir. 

Mr. Harrison. Therefore, if there are no official figures the appli- 
cant may present such figures as he may have compiled from such 
sources as may be available ? 

Mr. Tatzor. Go ahead, Mr. Kaplowitz. 

Mr. Kapiowrrz. I would like to say a word about the best evidence 
rule. I do not know whether you mean that in the absence of other 
information more reliable—— 

Mr. Harrison. You would take the best you could get. 

Mr. Kaptowrrz. That we would accept that. I do not think that 
would be necessarily so. I think we would have to be satisfied that 
the information regarding the imports which had been supplied us is 
fully reliable. I do not think we could go ahead simply on the basis 
that someone has stated that imports in 1954 were so much, and that 
being all the evidence we have that we would accept that as the figure. 

Mr. Harrison. Suppose that is all the evidence available. What 
do you do then ? 

Mr. Baur. After we order an investigation, Mr. Congressman, we 
always get adequate information on imports. We go to the im- 
porters and we send a questionnaire to them, and if they cannot get 
it in to us we send people there to get the information from their 
books, so that we always have adequate information on the imports 
of the article under consideration in the case of an escape-clause in- 
vestigation. 

Mr. Harrison. Then there is no justification for complaints that 
because of inability to get statistics from the Bureau of Census they 
cannot get relief before the Tariff Commission ? 

Mr. Batu. That is right. 

Mr. Harrison. Now, with reference to dismissal of applications be- 
cause some segment of the industry is reluctant to give information, 
that would work a hardship to do that in many instances; would it 
not? There may be 35 or 40 corporations in the industry, and 30 of 
them think the difficulties come about because of harmful imports and 
the other 5 are not interested. To dismiss the petition of the 30 be- 
cause of the recalcitrance of the 5 would work some hardship, would 
it not; or am I correct on that ? 

Mr. Taupor. We have run across that situation. It is true, I think, 
that they are characterized as more efficient and less efficient indus- 
tries, and there may be a situation where a more efficient part is making 
money and the less efficient part, so-called, is losing money. I think 
I can only speak for what I would do as an individual Commissioner. 

The term “industry” includes them all. We have to add them all 
up together and take the average. It may, as you have pointed out, 
Mr. Chairman, be unfair to some segments—I think you used the 
word “segments”—or some parts of the industry who are losing money, 
because we do not recommend relief. That is true. That may be 
brought about in this country by many factors. There may be a wage 
differential, as we found in one case of a wage differential of as much 
as $1 an hour, which makes that difference. 
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Mr. Harrison. In addition to that, a segment of the industry might 
be recalcitrant because they are interested in imports; might they not? 

Mr. Tatzor. Go ahead, Mr. Kaplowitz. 

Mr. Kartowrrz. I would like to comment on that particular situ- 
ation the way Iseeit. If, for example, we should have 24 companies 
which represent the industry and 20 have supplied the information 
called for and the 4 are recalcitrant and the Commission considers 
that the information regarding the operations of the 4 recalcitrant 
ones is necessary in order to enable the Commission to come to a 
proper conclusion in the case, I for one would recommend to the Com- 
mission that it use its compulsive powers in that situation. 

However, if we have the situation where there are 24 companies 
comprising the industry and 4 of them have supplied the information 
and 20 of them, which represent by far the greatest proportion of 

roduction, are recalcitrant, I would feel the Commission would be 
justified in dismissing the application in that case. 

Mr. Harrison. Where do you draw the line? 

Mr. Kaptowrrz. It is a matter of judgment in each case, I believe. 
It depends, I think, on what information the Commission considers 
necessary to enable it to come to a conclusion in the case on the merits. 

Mr. Harrison. Of course, one of the complaints we have had is 
that there is a possible conclusion that there is too much judgment now. 
I want to go into that not from the point of view of policy but 
from the point of view of operations. 

What would be the effect, in discharging your responsibilities 
particularly in the question of time, if Congress substituted a more 
precise definition of “serious injury”? You used the word “guide- 
posts” a few moments ago. Suppose Congress were to write into 
the law a formula and the finding of fact under such formula would 
present a case of serious injury. Would that simplify your — 
and make it more rapid on the escape clause applications 

Mr. Tatsor. I do not think so. I do not think it would simplify 
the procedure. The term “serious injury”—I do not know how you 
could define it more clearly than “serious injury” but there may be a 
method of doing it. 

Mr. Harrison. One method of doing it would be to say that when- 
ever imports reached a certain percentage of the domestic produc- 
tion serious injury exists. That would simplify it; would it not? 

Mr. Tatsor. That would simplify it greatly, because then the 
other guideposts that we have now, the 10 other ones on which we 
spend so much time getting information, would not be necessary 
and it would not be necessary to find that information out. 

Mr. amarante So you could simplify it if you changed the lan- 

age ? 

+ are: Tatzor. You could do it on a percentage of imports or on the 
share of the market; whenever the imports reached a certain propor- 
tion of the share of the market that shall constitute serious injury. 
Ipso facto you make a finding of injury and a recommendation to 
‘the President. But it would entirely discount other factors. 

Mr. Harrison. Would it be practical and workable if serious in- 
jury were described in the law as existing whenever the imports 
equaled a certain percentage of domestic production during a given 
year or during a given period? Not imports, but production. 
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Mr. Tatzor. That is a matter of policy for Congress. If Congress 
so adopted it I am sure we would have no difficulty. 

Mr. Harrison. It would simplify your procedure? 

Mr. Tatzor. Very much. 

Mr. Harrison. And relieve industry of a great deal of present un- 
certainty. 

Mr. Pics Well, it would give us just one thing to look for. 

Mr. Harrison. Yes, sir. Now, when you file your statement I would 
be grateful if you would also file any comments you might care to 
make on that proposal; and, also, inasmuch as the Commission is the 
expert agency in this field, we would be grateful if you would give 
this committee any recommendations that you may have for improving 
the administration of our tariff and trade agreement laws and pro- 
grams and other matters you deem appropriate. 

Mr. Commissioner Sutton, do you have any additional comments to 
make of any kind on anything that has been said or has not been said 

Mr. Sutrron. I do not think so, Mr. Chairman, unless you have some 
specific question you want to ask me, sir. 

Mr. Harrison. No. Do any members of your staff desire to make 
any statements? We would be happy to hear from any one. 

Mr. Tateor. I understand, Mr. Chairman, this information is to be 
filed with the committee by October 15. 

Mr. Harrison. If possible. 

Mr. Tatpor. I think we can do it. 

Mr. Benr. Mr. Chairman. 

Mr. Harrison. Yes, sir. 

Mr. Bent. My own work happens to bring me in touch with the 
hearing process quite personally. I think one thing that all of us might 
bear in mind in this question of how fast or how soon this can be done, 
quite apart from how many people we may have or how quickly we can 
get the information, is the parties’ reaction to that. You see, you are 
not dealing with two parties as you are in an ordinary lawsuit, where 
one hires his lawyer and the other hires his lawyer. You have normally 
a large industry, frequently scattered geographically clear across the 
country. Oftentimes one segment of it will be developing an escape- 
clause application and other segments may not know about it. The im- 
porting industry may not know about it. Ordinarily there are quite 
a few companies who both import and produce domestically. There- 
fore in many cases when we get out our notice that is the first word 
they know about the thing at all. So they have to start sending 
wires to each other and getting organized. They form some sort of 
a little committee and they scout around to find some suitable counsel. 
They may find one and he may have some other cases pending. 

It has been my experience just in the past couple of weeks to have two 
separate requests come in for postponement of hearings which had been 
scheduled 4 to 5 months earlier, on the ground that they had been all 
of this time trying to get organized and get prepared and so on. 

I mention that not as a solution, but something to consider. Even if 
we were able to proceed within a month, let us say, you do have the 
problem of fairness to all segments of the industry, giving them time 
to get themselves together and prepared for the hearing, which is an 
important thing and which they so consider it. 
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Mr. Harrison. If your definition were more precise it would elim- 
inate difficulties even in that field; would it not? 

Mr. Bent. Well, it would make it that much simpler for them to 
prepare a case. 

Mr. Harrison. We are certainly grateful to the Commissioners and 
their staff for the time that they have given us in coming up here and 
for the attention and sincerely they have displayed in presenting their 
problems to us. We want to thank you very much. 

_Mr. Tatnor. We are very grateful to the committee also. 

(The following additional information was later submitted by the 

Tariff Commission :) 


Unttep STATES TARIFF COMMISSION, 
Washington 25, D. C., October 16, 1956. 
Hon. HALe Boses, 
Chairman, Subcommittee on Customs, Tariffs, and Reciprocal Trade Agree- 
ments, House of Representatives. 


DEAR Mr. CHAIRMAN: There is transmitted herewith a memorandum in re- 
sponse to the request of your subcommittee to the representative of the Tariff 
Commission testifying on September 28, 1956, for certain information and recom- 
mendations. 

Because the submission of the memorandum was requested not later than 
October 15, 1956, there has not been time to clear the memorandum with the 
Bureau of the Budget in accordance with the Bureau’s Circular A-19 (Revised) 
of September 12, 1956, prior to its submission to your subcommittee. The 
memorandum does not, therefore, constitute a commitment respecting the Presi- 
dent’s program. 

Sincerely yours, 
JosEePH EH. Tarsot, Acting Chairman. 


DaTA REQUESTED OF THE TARIFF COMMISSION WHEN COMMISSIONERS TALBOT 
AND SuTToN APPEARED BEFORE THE SUBCOMMITTEE 


Answers to the questions asked by the subcommittee are as follows: 

1. What additional powers could be given the Tariff Commission that would 
make possible a deduction in the 9-month period in escape-clause investigations? 

The time required to conduct an investigation depends primarily upon the 
kind of investigation that must be made and the kind of investigation that must 
be made is determined by what the Congress wants to have accomplished in 
accordance with its instructions as set forth in the law. The Congress has 
directed the Tariff Commission in an escape-clause investigation to determine 
whether or not a domestic industry is being seriously injured or is threatened 
with serious injury. 

The Commission must first consider the scope of the domestic industry that 
is to be covered in the investigation. This is an exceedingly important deter- 
mination, for it frequently controls the Commission’s ultimate finding. The 
commissioners may have different views, particularly in the beginning of an 
investigation, of what coverage is appropriate under existing law. Also, com- 
missioners differ on whether to place a narrow or broad construction on the 
term “like or directly competitive.” Information must therefore be obtained 
in every investigation sufficient to satisfy these requirements. 

The concept of “serious injury” or the threat thereof is a relatively broad 
one which, like many other statutory directives, provides for the exercise of 
judgment and thus for possible variations in interpretation. The very nature 
of the serious injury concept, therefore, tends to result in investigations that 
provide a great deal of data and cover a considerable range of subject matter. 
Indeed, the Congress itself has established certain minimum limits with respect 
to the subject matter to be covered and the scope of the investigations under 
the escape clause. The Congress has instructed the Commission, in its escape- 
clause determinations, to take into consideration without excluding other 
factors, a “downward trend of production, employment, prices, profits, or wages 
in the domestic industry concerned, or a decline in sales, an increase in imports, 
either actual or relative to domestic production, a higher or growing inven- 
tory, or a decline in the proportion of the domestic market supplied by domestic 
producers.” To be able to take into consideration these factors, the Commission 
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requires a great deal of data that can be obtained as a rule only from domestic 
producers, contractors, importers, and others engaged in the trade in the article 
or articles under investigation. The Commission has found that the most effec- 
tive way to obtain such data is through the use of questionnaires supplemented 
by field investigations by members of its staff. 

To further comply with the instructions laid down in the existing law by the 
Congress for the conduct of escape-clause investigations, the Commission must 
aiso hold a public hearing, affording interested parties reasonable opportunity to 
be present, to produce evidence, and be heard, and the Commission must prepare 
and publish a report of its findings and recommendations. 

Commissioner Talbot in his opening statement indicated the procedure the 
Commission has found that it must follow in order to comply with the instruc- 
tions Congress has prescribed for escape-clause investigations. These include 
the preparation and mailing of questionnaires, taking the necessary followup 
steps to obtain an adequate response to the questionnaires, holding the public 
hearing, giving advance notice of the public hearing, preparing for the hearing, 
and, finally, undertaking the necessary field investigations, the compilation and 
analysis of the data obtained, and the preparation and issuance of the final report 
giving the Commission’s findings and recommendations. The time required to 
conduct an investigation of this character is determined by a number of factors, 
such as whether the investigation is concerned with only one or several articles; 
whether the article or articles are produced in one, a few, or many qualities, sizes, 
types, etc.; whether the article or articles are the sole product or products of 
the plants in which they are produced or only one or a few of many articles so 
produced; whether there are a few or many domestic producers and importers; 
whether the domestic producers are concentrated in a small geographic area or 
widely dispersed; whether in the production of the domestic article subcon- 
tractors are used extensively or only to a limited extent; and whether the 
domestic and imported articles enter the same or different distribution channels. 

The Commission fully realizes the desirability of completing its investiga- 
tions as expeditiously as possible and makes every effort to do so. The Com- 
mission fully appreciates the interest of your committee, of other Members of 
Congress, and of the business community in exploring the possibilities of making 
a reduction in the time consumed by escape-clause investigations which would be 
practicable and which would not make changes in the serious-injury concept or 
the specific instructions of the Congress for the conduct of escape-clause inves- 
tigations. 

The Commission has found that if its instructions from the Congress are to be 
complied with, the procedures, as indicated above, must be followed in its escape- 
clause investigations. The Commission has also found that some escape-clause 
investigations require the full 9-month period, while others can be and have been 
completed in less than 9 months. In view of these findings, the Commission sug- 
gests that, if practicable, the time limits for escape-clause investigations should 
be made as flexible as possible. For example, if an escape-clause investigation 
should require more than, say, 6, 7, or 8 months, and obligation might be placed 
on the Commission that in such cases it should formally give to the Congress 
the reasons which make necessary a longer period for the completion of an 
investigation. 

In this connection, the Commission has one other suggestion for making it 
practicable to shorten the period of time required for escape-clause investigations, 
This suggestion is discussed under question 4 and relates to an increase in staff 
for the Commission. An increased staff would aid the Commission subtantially 
in not only improving the quality of it performance but also in speeding up the 
completion of its investigatory activities. As indicated above and hereafter, it 
would not solve all the problems attendant upon many escape-clause investi- 
gations 

The Commission is submitting to the subcommittee suggestions for certain 
amendments to the basic laws relating to the Tariff Commission and to the 
“escape clause” statute. These suggested amendments would not, however, 
change the problems arising out of (1) the need for the Commission to deter- 
mine the proper scope of the domestic industry involved, or the need to determine 
either (2) what degree of injury should be regarded as “serious,” or (3) how 
imminent such injury must be to constitute the threat thereof. Adoption of the 
suggested amendments would aid the Commission in carrying out its functions 


pe would not appreciably expedite the completion of “escape clause” investi- 
gations. 
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2. What can be done to prevent undue delay in the completion and return of 
the questionnaire? 

Delay in the return of questionnaires is deliberate on the part of some con- 
cerns and the result of circumstances in the case of others. In nearly every 
“escape clause” investigation the extent to which the different producers of the 
article under consideration are actually affected by import competition varies 
widely. The extent of actual injury may not coincide with the claims made by 
the various producers. Often, substantial producers of the article claim to be 
only slightly affected or not affected at all by the imports of which other pro- 
ducers complain. Some of the producers who claim they are only slightly 
affected, or not affected at all, by imports take the position that they are not 
interested in the investigation, and therefore refuse to take the time to fill out 
the questionnaire (occasionally producers have taken this position even though 
they joined in the application for the investigation). Although the Commission 
may by long and persistent efforts eventually get adequately complete question- 
naires from them, the respondents usually employ such delaying tactics as claim- 
ing they did not receive the questionnaire, or by repeatedly promising to return 
the questionnaire and then not doing so, or by sending in a questionnaire only 
partially filled out, and then by finally supplying the missing data only after re- 
peated, time-consuming prodding. 

Other producers are unable to return the questionnaire promptly because of 
special circumstances. These may include producers that claim to be seriously 
affected by import competition as well as those who claim they are little affected. 
A wide range of circumstances have been reported as the reasons for the delay 
or failure in returning the questionnaire including the death, illness, or resigna- 
tion of the bookkeeper, the loss of a secretary by marriage, the ahsence of a 
partner on a business trip or on vacation, inadequate office help—‘it is the busy 
season, and I don’t have time’”—or that it is against company policy, etc. 

The Commission is empowered by law (sec. 333 of the Tariff Act of 1930, as 
amended) to require, by subpena if necessary, the submission of data by any 
person or firm engaged in the production, importation, or distribution of any 
article covered by certain investigations it is authorized to make, including in- 
vestigations under section 332 of the Tariff Act which is the provision that 
authorizes the Commission to make certain general investigations. This power 
of subpena is not specifically granted in connection with “escape clause” investi- 
gations. However, the Commission orders such investigations pursuant both to 
the “escape clause” provisions (sec. 7 of the Trade Agreements Extension Act of 
1951, as amended) and to section 332 in order to make available the subpena 
power in “escape clause” investigations. 

Although the Commission has in a few instances threatened to use the sub 
pena power to force recalcitrant respondents to supply the information called for 
on the questionnaire, it has not found it necessary to follow through because the 
questionnaires were ultimately completed and returned but only after much 
prodding and delay. Asa threat, the subpena power may have helped somewhat 
to obtain a larger and perhaps a more prompt response to the questionnaires and 
other requests for information. It is doubtful, however, if the threat or actual 
use of the subpena would greatly speed up the return of the questionnaires by 
those who definitely do not want to cooperate. Litigation arising out of the use 
of the subpena could delay the return of the questionnaire or the furnishing of 
the requested data far beyond the 9-month period for the completion of the 
investigation. 

3. Would it be feasible to provide in the law that “serious injury” will be 
considered to exist whenever imports are equal to a certain percentage of domes- 
tic production of the article or articles concerned or whenever imports supply 
more than a certain share of the domestic market for or consumption of the article 
concerned ? 

The Commission feels that it would not be feasible to narrow or simplify the 
meaning of “serious injury” to this extent. The extent to which an industry 
may be injured by import competition is not generally indicated by the ratio of 
imports either to domestic production or to domestic consumption. For some 
articles, imports representing only a comparatively small ratio to production or 
to consumption would cause serious injury to the domestic industry: for other 
articles imports representing a large ratio to production or consumption would 
not seriously injure the domestic industry. The impact of competition from 
imports on domestic producers is different for virtually every article. The 
Commission doubts, therefore, that the type of formula for determining serious 
injury, suggested at the hearing, could be appropriately applied. 
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4. In order to carry out the functions of the Tariff Commission more expe- 
ditiously and in order to perform certain functions that are not now being 
performed, how many additional people should be added to the staff, and how 
much additional appropriation would be necessary ? 

As stated by Commissioner Talbot, an additional staff of about 30 positions, 
requiring an increased annual appropriation of some $200,000, would materially 
aid the Commission in carrying out its functions more expeditiously and in per- 
forming certain other functions that are not now being performed. 

The Commission’s current appropriation for fiscal 1957 is $1,550,000. Its 
present staff numbers 213 employees, and we envision an average employment 
for the fiscal year 1957 of 217. The Commission has recently submitted to the 
Bureau of the Budget a request for an appropriation for the fiscal year 1958. 
This request envisions an increase in staff in the fiscal year 1958, raising our 
total number of positions to 243 and our estimated average employment for the 
fiscal year 1958 to 230. The Commission believes it can meet substantially 
Commissioner Talbot’s recommendation within its 1958 request to the Bureau of 
the Budget. 

The increase in personnel as suggested by Commissioner Talbot would mate- 
rially aid the Commission in expediting its investigatory and other workloads. 
For example, it would permit us to have larger task forces (now composed largely 
of commodity analysts and economists) assigned to the more complex investiga- 
tions. It would also permit us to employ and assign to the task force qualified 
accountant-auditors who could go into the field and personally aid the firms who 
must struggle with our questionnaires. 

In view of what has been said in connection with the time-consuming problems 
relating to our questionnaires, this objective is quite important. It is also im- 
portant because of the tightening up of the definition of industry made in the 
Trade Agreements Extension Act of 1955. That act requires the Commission 
“so far as practicable” to consider portions or subdivisions of an industry as 
contrasted with its overall operations. The determination of an “industry” 
under this requirement puts a heavy emphasis not only upon the many theories 
of cost accounting, but also upon the degree of costing and cost records which 
may exist in any particular firm. The Commission feels that the actnal presence 
of competent accounting personnel would do much not only to expedite the 
filing out of questionnaires, but also to adequately appraise the validity of 
financial data or the estimates made where financial data does not come from 
books of account. Such personnel could also aid the Commission in bringing its 
questionnaires within the scope of what is practicable for a majority of the 
concerns involved. 

The increased personnel with its varied skills could also help the Commission 
to appraise the adequacy of the usable data which it now receives from its ques- 
tionnaires. Frankly, this means that the Commission is frequently obliged, and 
perhaps always will be obliged, to work largely with less than total coverage, 
both with respect to financial and other data. Moreover, representative and 
adequate data for making broader conclusions could be obtained more expedi- 
tiously than in the past by the use of more manpower. Additional staff would 
be used to visit the concerns involved in the investigation to discuss on the 
ground the problems which both importers and producers face in meeting the 
minimum requirements which are not only required by law but also essential 
to the Commission in making its recommendations. 

Additions to the professional and technical staff of course mean that provision 
must be made for statistical and clerical support, increased appropriation for 
travel, per diems, etc. 

It is important, however, that several additional factors be emphasized in this 
connection. In common with other Government agencies and with private cor- 
porations, the Commission has experienced serious difficulty in recruiting em- 
ployees of the type and caliber needed. It has become increasingly necessary to 
recruit employees with a good general background for the Commission’s work, 
and to rely on an extended and intensive period of training to develop them into 
productive and competent experts. Thus, the benefits resulting from an appro- 
priation increase for the fiscal year 1958 could not become fully effective for a 
period of at least 2 or 3 years from the present time. 

As indicated above, a significant staff increase will permit material improve- 
ment in the scope, pace, and effectiveness with which the Commission’s many 
and varied responsibilities—including escape-clause and other public investiga- 
tions—can be carried out. The nature of such investigations, however, as dis- 
cussed more fully under question 1, above, is such that no increase in staff can 
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be expected to result in a proportionate increase in the speed with which such 
investigations can be completed. 


SUGGESTION FOR AMENDMENT OF Basic LAws RELATING TO TARIFF COMMISSION 


1. Amend paragraph 1 of subsection (d) of section 330 of the Tariff Act of 
1930 by inserting after the word “restrictions” the language: “(except in cases 
arising under section 337 of this Act)”. 

Explanation.—Subsection (d) of section 330 of the Tariff Act was added by 
the Trade Agreements Extension’ Act of 1953 to permit remedial action to be 
taken by the President under laws involving findings by the Tariff Commission 
in cases where a divided vote of the Commission might otherwise preclude 
remedial action. Cases arising under section 337 of the Tariff Act of 1930 would 
fall within the class of cases to which the divided-vote provision referred to 
applies. However, it appears, from the very nature of the section 337 cases, 
that it would not be feasible to apply the divided-vote rule to such cases. Un- 
like other provisions of law involving findings of the Commission in connection 
with investigations looking to possible recommendation to the President for 
changes in import restrictions, section 337 provides for a judicial review of the 
Commission’s findings on questions of law before the findings of the Commission 
are submitted to the President for action. Section 337 provides, in this connec- 
tion, that where the Commission’s findings in an investigation under section 337 
show a violation of the section, “a copy of the findings shall be promptly mailed 
or delivered to the importer or consignee” who has 60 days within which to appeal. 
Since, under the divided-vote provision, there can be no findings of the Commis- 
sion until the President has acted, there would be no findings of the Commission 
in a case involving a divided vote to transmit to the importer or consignee or for 
review by the court. 

2. Amend the first sentence of section 333 (a) of the Tariff Act of 1930 by 
deleting “for the purposes of carrying out part II of this title into effect” and 
by changing “the” before “commission” to “The”. 

Ezplanation.—The first sentence of section 333 (a) of the Tariff Act of 1930 
now limits the Commission’s subpena and inspection powers to investigations 
authorized in part II of title III of the Tariff Act of 1930. These investigations 
include the broad general investigations authorized by section 332, “flexible 
tariff” investigations authorized by section 336, investigations relating to unfair 
practices in import trade authorized by section 337, and investigations relating 
to discrimination by foreign countries authorized by section 338. In addition 
to these investigations, the Commission is authorized by law to make investi- 
gations under section 3 of the Trade Agreements Extension Act of 1951, as 
amended (the peril-point procedure), section 7 of the Trade Agreements Pxten- 
sion Act of 1951, as amended (the escape-clause procedure), Executive Order 
10401 of October 14, 1952 (review of escape-clause action), section 22 of the Agri- 
eultural Adjustment Act, as amended, and section 201 (a) of the Antidumping 
Act, 1921, as amended. None of these additional provisions of law author- 
izing investigations by the Commission contain inspection and subpena authority. 

In order to avail itself of the inspection and subpena powers granted in section 
333 (a) of the tariff act in escape-clause cases, the Commission has been making 
the escape-clause investigations under section 332 of the tariff act as well. 

The Commission’s powers of inspection and subpena should be extended to all 
investigations which the Commission is required by law to make. 

3. Amend the Tariff Act of 1930 by adding a new section 335, reading as 
follows: 

“Sec. 335. RuLes anp RecuLations.—The Commission is authorized to make 
all needful rules and regulations for carrying out any of its functions and duties. 
Whenever the Commission is required or authorized to make an investigation 
upon application or complaint, such application or complaint shall be in writing 
and shall be in such form and contain such information as the Commission shall 
require by published rule or regulation.” 

4. Amend section 336 of the Tariff Act of 1930 by deleting the second sentence 
from subsection (a) thereof. 

5. Amend subsection (d) of section 337 of the Tariff Act of 1930 by deleting 
from the first sentence thereof the words “under and in accordance with such 
rules as it may promulgate.” 

Ezplanation.—The purpose of suggestion 3 is to provide generally for rules 
and regulations of the Commission necessary to carry out its functions under 
any law. At the present time only sections 336 and 337 specifically authorize 
rules of procedure. (These provisions would be eliminated by suggestions 4 
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and 5 if suggestion 3 is adopted.) None of the other statutes which provide 
for investigations by the Commission, listed above, provide for rules and regu- 
lations of the Commission. While this lack of specific authority has not, in the 
opinion of the Commission, prevented it from making reasonable rules of pro- 
cedure in connection with investigations under the additional provisions referred 
to above, it is desirable that there be specific authority for the Commission to 
make rules and regulations necessary to enable it properly to carry out its 
functions. 

It is also desirable that separate specific authority be enacted to provide for 
reasonable requirements relating to applications and complaints filed by inter- 
ested parties seeking to invoke the investigative powers of the Commission. 
This will settle the questions that have been raised in the past regarding the 
legal propriety of the Commission’s rules; for example, relating to applications 
for escape-clause investigations. 


SUGGESTIONS RELATING TO THE ESCAPE-CLAUSE PROCEDURE 


Hearings 

1. Amend the second paragraph of section 7 (a) by deleting the first 2 commas 
and all the intervening language. 

Explanation.—The second paragraph of subsection (a) of section 7 provides 
for a hearing in an investigation “whenever [the Commission] finds evidence 
of serious injury or threat of serious injury, or whenever so directed by resolu- 
tion of either the Committee on Finance of the Senate or the Committee on 
Ways and Means of the House of Representatives.” The Commission believes 
that the implication that the ordering of a hearing indicates that the Commis- 
sion has already found evidence of serious injury or threat of serious injury 
is undesirable. For this reason the Commission, in its rules, has provided that 
it will order a hearing under the circumstances specified in the act or whenever, 
in its judgment, there is good and sufficient reason therefor, the purpose being 
to discount as much as possible any suggestion of prejudgment. As a matter 
of practice, the Commission holds hearings in every investigation instituted 
under section 7. Amendment of section 7 (a) as suggested will result in a 
simple requirement that a hearing be held in the course of every investigation. 

2. Amend the third paragraph of subsection (a) of section 7 by deleting the 
words “and hearings” after “investigation,” and amend subsection (c) of section 
7 by deleting the words “and hearings” after “investigations.” 

Explanation.—A hearing is a part of an investigation and should not be re- 
ferred to as something separate and distinct therefrom. The Commission’s 
findings are based upon all information obtained in investigations, including the 
hearings. The second paragraph of subsection (a) of section 7 specifically 
indicates that a hearing is to be made “in the course of” an investigation, 


Clarifying amendments 


1. Amend the first and third paragraphs of subsection (a) and the second 
paragraph of subsection (b) of section 7 by adding after the word “relative” 
the words “to domestic production.” 

Explanation.—This amendment is suggested for the purpose of clarification. 
(See in this connection subsection (b) of section 7 where the language “an 
increase in imports, either actual or relative to domestic production,” is used.) 

2. Amend subsection (e) of section 7 to express the intent of Congress as to 
what is to be done when the Commission does not find it practicable to distinguish 
or separate the operations of producing organizations involving the like or 
directly competitive products. 

Ezplanation.—The second sentence of subsection (e) reads “In applying the 
preceding sentence, the Commission shall (so far as practicable) distinguish 
or separate the operations of the producing organizations involving the like 
or directly competitive products or articles referred to in such sentence from 
the operations of such organizations involving other products or articles.” 
Subsection (e) does not indicate what is to be done if the Commission does not 
find it practicable to distinguish or separate the operations relating to the like 
or directly competitive product. 


Mr. Harrison. Our next witness is Mr. Carl D. Corse, the Chief of 
Division of Trade Agreements and Treaties in the Department of 
tate. 


Mr. Corse, I believe you have a prepared statement. You may pro- 
ceed, sir. 
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STATEMENT OF CARL D. CORSE, CHIEF, DIVISION OF TRADE AGREE- 
MENTS AND TREATIES, DEPARTMENT OF STATE; ACCOMPANIED 
BY WALTER HOLLIS, LEGAL DIVISION, DEPARTMENT OF STATE 


Mr. Corsz. Yes, sir. I have a fairly long prepared statement which 
I would like to present if that is agreeable to the committee. 

Mr. Chairman and members of the committee, my name is Carl D. 
Corse. I am the Chief of the Division of Trade Agreements and 
Treaties of the Department of State, and in that capacity serve as 
Chairman of the interdepartmental Trade Agreements Committee. 
On my right is Walter Hollis, of the legal staff of the Department, to 
whom I may have to refer for some answers. 

My purpose in appearing before you today is to describe the par- 
ticipation of the State Department in the administration of the trade- 
agreements program and related commercial policies of the United 
States. This will include a description of the interdepartmental trade- 
agreements organization, and of the procedures followed in tariff nego- 
tiations, in the administration of agreements already concluded, par- 
ticularly the General Agreement on Tariffs and Trade, and in the 
handling of escape clause cases. Most of the laws, regulations, and 
Executive orders which govern the activities of the State Department 
and other governmental agencies in matters of foreign trade policy 
have been brought together by the staff of your subcommittee sak pub- 
lished on September 17 under the title “Laws, Executive Orders, and 
Procedural Rules.” In my statement I will refer to this from time 
to time as the “subcommittee document” and will also introduce addi- 
tional material for the record. 


INTERDEPARTMENTAL TRADE-AGREEMENTS ORGANIZATION 


When the Trade Agreements Act was first enacted in 1934 the prob- 
lem immediately arose as to the administrative machinery which should 
be established in order to carry forward the trade-agreements program. 
There were several provisions of the law which had a direct bearing 
on the kind of administrative machinery needed. First, the law re- 
quired that tariff reductions to be made by the United States under a 
trade agreement must be decided upon selectively, product by product. 
In other words, each import commodity to be tuatinled ina ale agree- 
ment had to be examined individually in the light of the existing rate 
of duty on that commodity, the degree of import competition prevail- 
ing or likely to prevail if the tariff were reduced, and the conditions of 
domestic production, including levels of employment, profits, and, 
where possible, costs of production. Since United States offers had 
to be selective, as a practical matter, the concessions to be sought from 
other countries also had to be selective. 

The requirement of selectivity meant that large numbers of com- 
modity experts—both those with detailed knowledge of United States 
imports and those with detailed knowledge of foreign tariffs and re- 
strictions on United States exports—would be needed in order to carry 
out a substantial program of trade-agreement negotiations. 

The second requirement of the law which directly affected the 
nature of the administrative machinery to be established was that 
which provided that the President must give reasonable public notice 
of his intention to negotiate a trade agreement and must provide 
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reasonable opportunity to interested persons to present their views 
either to him or to an agency designated by him. 

The third relevant administrative requirement of the law was that 
which required the President to seek advice from the Tariff Commis- 
sion and the Departments of State, Agriculture, and Commerce before 
entering into any trade agreement. ‘The law has since been changed 
to include the Defense Department and to eliminate specific reference 
to the Tariff Commission, but, as will be indicated later, the President 
actually seeks advice from a wider group of agencies including the 
Tariff Commission. 

Subject to these three requirements, the President was allowed 
discretion as to the administrative organization he should establish. 
This might have been done in either of two ways. One would have 
been to create a new administrative agency independent of the other 
agencies of the executive branch and to give the new agency full 
authority, subject to Presidential approval, to recommend the con- 
cessions to be offered and obtained and to conduct negotiations with 
foreign governments. The other alternative would have been to make 
use of the existing executive departments by providing machinery for 
their coordination. This, of course, was the procedure actually de- 
cided upon. It has two main advantages; first, it avoided the dupli- 
cation of technical personnel, which creation of an independent agency 
would involve, by drawing upon the existing commodity and trade 
experts in the Departments of Commerce and Agriculture and in the 
Tariff Commission. But secondly, and more importantly, it assured 
the President that the recommendations which came to him on trade- 
agreement matters would be balanced, reflecting a consensus of view- 
points and interests of executive departments with differing responsi- 
bilities and not only the single viewpoint which a single administra- 
tive agency might develop. 

The interdepartmental Trade Agreements Committee was origi- 
nally established in June 1934, as the result of a letter from Secretary 
of State Hull inviting other agencies to join in the creation of the 
committee. The Trade Agreements Committee was not formalized 
until 1947 when its membership and functions were set forth in Execu- 
tive Order 9832. The corresponding current Executive Order is No. 
10082 which appears on page 6 of the subcommittee document. 
Agency representation in the Trade Agreements Committee has 
changed from time to time. Today the following agencies are voting 
members: Agriculture, Commerce, Defense, Interior, Labor, State, 
and Treasury. A member of the Tariff Commission is also a voting 
inember but votes in his individual capacity rather than as a repre- 
sentative of the full bipartisan Commission. The International Co- 
operation Administration participates in the Trade Agreements Com- 
mittee but has no vote. 

At this point I would like to emphasize certain key aspects of the 
operation of the Trade Agreements Committee. One is that all ree- 
ommendations to the President, without exception, which relate to 
the tariff concessions to be sought and obtained in trade-agreement 
negotiations must have the endorsement of the interdepartmental 
Trade Agreements Committee, and if any agency dissents, that dis- 
sent 1s presented in writing to the President along with the majority 
recommendations. A second point is that, except for the Tariff Com- 
missioner, the persons who participate in the Trade Agreements Com- 





1070 CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 


mittee do so not in their individual capacity but as representatives 
of their agencies. Each agency has its own internal procedures to 
assure that its member on the Trade Agreements Committee speaks 
for the agency as a whole. 

In order to receive the views of the public in connection with pros- 
pective trade agreement negotiations, a second interdepartmental com- 
mittee was also created—the Committee was Reciprocity Informa- 
tion—pursuant to Executive Order 6750 of June 27, 1934. The Com- 
mittee for Reciprocity Information is now governed by Executive Or- 
der 10082, the current order governing the Trade Agreements Com- 
mittee also. Originally the persons sitting on the Committee for 
Reciprocity Information were not necessarily the same persons who 
represented their agencies in the Trade Agreements Committee. To- 
day the membership is the same, the only difference being that a mem- 
ber of the Tariff Commission is the Chairman of the CRI whereas a 
representative of the State Department is the Chairman of the TAC. 

The law did not require that a procedure of public hearing should be 
followed in advance of trade-agreement negotiations. However, the 
public hearing procedure has been followed from the beginning. A1- 
though the Committee for Reciprocity Information was originally 
established solely to receive the views of interested persons in connec- 
tion with prospective trade-agreement negotiations, its functions have 
since been broadened to include the receipt of views with respect to 
the administration of agreements already concluded. 

Now I would like to turn to the procedures followed in an individual 
tariff negotiation. 


TARIFF NEGOTIATION PROCEDURES 


I have here a diagrammatic chart which I should like to introduce 
into the record. 

Mr. Harrison. It will be so introduced. 

(The chart is herewith inserted. ) 

Mr. Corse. This chart traces the administrative steps followed by 
the President, the interdepartmental committees, and the Tariff Com- 
mission (with respect to peril-point findings) in the course of a tariff 
negotiation. I also have a detailed memorandum on tariff-negotia- 
tions procedure which I should like to submit for the record. 

Mr. Harrison. It will be so introduced. 

(The information is as follows :) 


MEMORANDUM ON TRADE AGREEMENT NEGOTIATIONS PROCEDURES 
I. BACKGROUND 


As stated in the Trade Agreements Act of 1934, as amended, the fundamental 
purpose of the trade agreements program is the expansion of markets for prod- 
ucts of the United States. This program of encouraging the expansion of inter- 
national trade to the mutual advantage of the United States and other countries 
the free world is an essential part of the foreign economic policy of the United 

tates. 

Prior to enactment of the trade agreements legislation in 1934, changes in the 
United States tariff were made almost entirely through acts of Congress in which 
the rates of duty applicable to each product were specifically set forth. A few 
attempts, unsuccessful for the most part, were also made to modify tariff rates 
through use of treaties. Other early negotiations of executive agreements on 
tariff rates, under prior authorization by the Congress, met with somewhat more 
success, but were limited in scope. One view on the traditional method of con- 
gressional tariff making was expressed by Senator Arthur Vandenberg as fol- 
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lows: “* * * Tariff ratemaking in Congress is an atrocity. It lacks any element 
of economic science or validity. I suspect the 10 Members of the Senate, includ- 
ing myself, who struggle [sic] through the 11 months that it took to write the last 
congressional Tariff Act, would join me in resigning before they would be willing 
to tackle another general Tariff revision * * *”* 

The Trade Agreements Act was initially enacted in 1934 and has since been 
renewed 10 times, twice with increases in the basic authority. Under this act, 
the President is given authority to enter into trade agreements in which the 
United States reduces or agrees not to increase existing duties applying to its 
imports in exchange for similar concessions by other countries on products ex- 
ported by the United States. This authority is limited both as to time in which 
agreements may be concluded and as to extent of reductions or increases in rates. 

From the beginning of the program until 1945, the United States negotiated 29 
bilateral trade agreements. Since then almost all agreements negotiated by the 
United States have been within the framework of the multilateral General 
Agreement on Tariffs and Trade. 

By the end of World War II it became apparent that there was need for an 
international forum of the major trading nations in order to expedite the settle- 
ment of international trade disputes and to provide for a more universal reduc- 
tion of trade barriers, including not only tariffs but also nontariff barriers such 
as quantitative restrictions. Accordingly, the United States took the lead in 
inviting other major trading countries to participate in negotiating the General 
Agreement on Tariffs and Trade, a multilateral trade agreement which contains 
general provisions and schedules of tariff concessions similar to those contained 
in bilateral agreements previously negotiated. As a result of five multilateral 
tariff negotiating conferences, the United States has trade agreement relation- 
ships with 33 other countries participants in the general agreement. In addition 
it still has in effect eight bilateral agreements. 


II. DOMESTIC ORGANIZATION AND PROCEDURES 
A. Main organizational units 


The authority for entering into trade agreements, within certain limitations, is 
specifically delegated by Congress to the President. Although he is assisted by 
the interdepartmental Committee on Trade Agreements, the President is respon- 
sible for final decisions at each stage of the negotiations. Usually acting upon 
recommendations of the Trade Agreements Committee, the President makes the 
final decisions on whether to enter into negotiations, on the content of the list 
of import commodities on which public views are to be sought prior to considera- 
tion for concessions, on the products on which concessions are to be offered and 
sought during negotiations, and finally, he approves the content of the agreements 
before proclaiming them. 

In carrying out these responsibilities, the President is required by law to seek 
information and advice from the Departments of State, Commerce, Agriculture, 
and Defense. He obtains such information and advice through the interdepart- 
mental Trade Agreements Committee which includes representatives not only of 
these agencies but also of the Departments of Labor, Interior, and the Treasury, 
the Tariff Commission and the International Cooperation Administration, the 
latter agency participating in nonvoting capacity only. The Department of 
State’s representative on this committee serves as its chairman. Each member 
of the committee is appointed as the official representative of his agency by the 
head of that agency. Decisions of the committee therefore reflect the position 
of each agency rather than the personal views of an individual member, with the 
exception that the Tariff Commission member votes in his individual capacity. 
The manner in which each agency decides its position on any question before the 
Trade Agreements Committee varies from agency to agency but each member is 
responsible for clearing a position to as high a level within his agency as is 
necessary to ensure an agreed agency position. 

As special problems arise or as new negotiations or renegotiations are contem- 
plated, the Trade Agreements Committee sets up interdepartmental subcommit- 
tees to consider the individual problems and present views and recommendations 
to the Trade Agreements Committee. Representation on these subcommittees, 
which are usually referred to as country committees, consists of individuals from 
the agencies of the Trade Agreements Committee having an expert knowledge 


1948 1 0 ee Arthur Vandenberg, of Michigan, Congressional Record, June 14, 
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of the trade of the country with whom negotiations are to be held and of the 
commodities involved. 

The Committee for Reciprocity Information is a permanent group established 
to receive briefs and to hold hearings to obtain the views of interested parties on 
trade agreements matters. The Chairman of the Tariff Commission serves as its 
Chairman, and each of the agencies on the Committee on Trade Agreements is 
also represented on the Committee for Reciprocity Information. This repre- 
sentative is required to be the same person as the one serving on the Trade 
Agreements Committee, so that all interested persons are assured a hearing 
before the same group of individuals who, in their capacity as Trade Agreements 
Committee members, will advise the President concerning trade-agreement 
actions. 


B. The procedures—step by step 


1. The decision to negotiate—In advance of any kind of a negotiation’ there 
must, of course, be a mutual understanding among the parties concerned that 
there is sufficient interest and possibility of success to warrant undertaking the 
necessary preparations. This is particularly true where preparations are 
lengthy and laborious, as is the case with those required by law and Executive 
order for United States participation in trade-agreement negotiations. 

In the many bilateral negotiations in which the United States participated 
under the authority of the Trade Agreements Act, this Government on some 
occasions took the initiative in suggesting to another country that the prospect 
of mutually beneficial negotiations be explored. On other occasions the other 
country initiated the proposal. The availability to the United States of legisla- 
tive authority to participate in the negotiations has in each case been a key 
factor in determining whether other countries considered that multilateral nego- 
tiations would have a reasonable prospect of success. 

In the case of the 1956 tariff negotiations at Geneva the stimulus for United 
States participation came from the President himself. As soon as the Trade 
Agreements Extension Act of 1955 was enacted, the President requested the- 
prompt initiation of preparatory work directed toward the conclusion of multi- 
lateral trade agreements under the act. 

2. The preparation of United States offers—(a) First step—Obtaining infor- 
mation on trade with other participating countries: Once the President has 
decided that trade-agreement negotiations should be undertaken, the Trade 
Agreements Committee appoints subcommittees made up of officers of the various 
agencies which have members on the Committee. Each subcommittee is made 
up of specialists on our trade with a country or a group of countries with which 
tariff negotiations are planned. 

In the case of country X, the subcommittee studies the trade statistics for 
both our imports from country X and our exports to that country. At this stage 
of the preparations the subcommittee must make sure that it overlooks no item 
on which a concession might be considered in the negotiations. This is particu- 
larly essential in the case of United States import items, since no concession 
may be made on an item unless it has first been included on a public list of 
preducts to be considered for possible tariff concessions. 

The chief criterion guiding the work of the subcommittees at this stage is the 
principal supplier rule. For bargaining purposes each side generally finds that 
it is most advantageous if its offer of a tariff concession on a particular prod- 
uct is made to the country which is the principal supplier. Accordingly, the 
country X subcommittee looks first for the items of which country X is the 
principal supplier to the United States. The subcommittee’s recommendation 
that such items be listed does not imply that a decision has been made or will be 
made to offer a concession on a particular item. It merely means that the sub 
committee considers that full information should be sought to determine whether 
or not a concession should be offered on that item. 

In their comprehensive preliminary survey leading to preparation of lists 
of United States import items for consideration in the tariff negotiations, the 
subcommittees use all information available from Government sources on the 
products concerned. They study data on imports, exports, domestic production, 
tariff history, and other pertinent facts supplied by the commodity experts of the 
Tariff Commission. Similar information or technical advice is often supplied by 
commodity experts of the Departments of Commerce and Agriculture. Requests 
of other countries, as received, are reviewed against the lists which the subcom- 


? For further details, see subcommittee document containing laws, Executive orders, and 
procedural rules applicable to the trade-agreements programs. 
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mittees have tentatively drawn up, and additions or deletions may result. On 
completion of this stage of their work, the subcounnittees submit their lists 
tv the Trade Agreements Committee, together with the data and other  infor- 
mation which they have used in their studies. 

(ob) The Trade Agreements Committee makes recommendations to the Presi- 
dent: The Trade Agreements Committee carefully scrutinizes the lists and sup- 
porting material submitted to it by the various country subcommittees. After 
full discussion on an item-by-item basis, in which any interagency differences of 
views are ironed out, the Committee makes such modifications in the subcom- 
mittees’ suggestions as it considers advisable. It then sends to the President 
the list of United States import items which the Committee recommends for con- 
sideration of possible tariff concessions in the negotiations. When the Presi- 
dent has decided what products should be included on the list, it is published by 
the Trade Agreements Committee together with formal announcement of the in- 
tention of the United States to enter into trade-agreewent negotiations. Simul- 
taneously, the President transmits the list to the Tariff Commission, setting 
in motion the procedures for peril point investigations and findings on all listed 
items. 

(c) The announcements—What they say and where they go: Every care is 
taken to make the announcement of the Trade Agreements Committee and 
the simultaneous announcement of the Committee for Reciprocity Information 
as informative and explicit as possible, and to assure their wide distribution. 
The announcements make the following points clear : 

(1) That the inclusion of a product on the list does not mean that a deci- 
sion has been made that a concession will be granted on the product; 

(2) That no concession will be granted on any product which is not con- 
tained in a public list; 

(3) That everyone who has an interest in any item on the list is invited 
to make known his views as to the granting of a concession on the item; 

(4) That interested persons are invited to present their views as to any 
other aspects of the negotiations, including suggestions as to additional 
items on which the United States might consider giving concessions and 
as to items on which the United States might request concessions from other 
participating countries. 

The notice of the Committee for Reciprocity Information also gives detailed 
information on the time and place of hearings to be held to receive public 
views, and the procedures to be followed by persons who desire to be heard, as well 
as by those who desire to make their views known but do not wish to appear at 
the hearings. 

The list of products attached to the notice describes, in statutory language 
(that is in the language of the Tariff Act, which is the official schedule of 
United States import duties), each item which is being considered for possible 
modification of its tariff status. 

The notice of intention to negotiate, the notice of hearings, and the publie 
list are printed in the Federal Register, and the notices are published in the 
Department of State Bulletin, Treasury Decisions, and the Foreign Commerce 
Weekly together with information as to where the list may be obtained. Copies 
of the list and the public notices are sent to every Member of Congress and to 
an extensive list of persons and organizations who are known to be interested 
in trade agreement matters, either because of the nature of their work or because 
they have made known their interest to one of the agencies participating in the 
trade agreements program. For example, the Department of Commerce supplies 
copies of the notice and list to its 33 field offices across the country, to approxi- 
mately 200 cooperating chambers of commerce and to more than 100 trade asso- 
ciations and trade journals which may have an interest in items on the list. 
In addition, copies are made available to representatives of the general press. 
The Tariff Commission issues a separate notice which is similarly explicit 
and informative as to that agency’s function in the preparations for the 
negotiations. 

(d) The hearings: The notices released by the Committee for Reciprocity 
Information and the Tariff Commission set in motion separate procedures for 
gathering views on the proposed negotiations. The two groups schedule 
Separate hearings differing in scope. The schedules for the two sets of hearings 
are coordinated for the convenience of members of the public who may wish to 
appear before both groups. 
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The Committee for Reciprocity Information, which has the same membership 
as the Trade Agreements Committee, receives information on all aspects of the 
proposed negotiations, both the concessions which the United States might 
consider offering, and those that it might try to get from other countries. 

The Tariff Commission holds hearings for the specific purpose of helping 
it to discharge its statutory obligation of reporting to the President, for each 
item on the public list, the limit to which the extsting tariff could be reduced 
without causing or threatening serious injury to the domestic industry produc- 
ing like or directly competitive articles. The Tariff Commission is also required 
to report to the President if, in its view, tariff increases or other additional 
import restrictions are required on any listed article in order to avoid serious 
injury to the domestic industry producing like or directly competitive articles. 
These findings on the extent to which tariffs may be reduced or should be 
increased, are the so-called peril-point findings. If in the subsequent negotia- 
tion any concession is granted on a United States tariff rate below the limit 
of safety found by the Commission, or if the negotiation fails to result in an 
increase in a rate of duty or other import restriction which the Commission 
has found to be necessary, then the President is required to explain to the 
Congress the reasons for the action. 

Because of the wide publicity given to the hearings and the broad range of 
industrial categories which may be represented on a public list in preparation 
for a multilateral tariff negotiation, large numbers of persons or organizations 
may submit views or ask to be heard. When hearings were held by the Com- 
mittee for Reciprocity Information in preparation for United States participa- 
tion in the 1956 multilateral tariff negotiations under the sponsorship of the 
contracting parties to the General Agreement on Tariffs and Trade, more than 
125 interested persons or organizations appeared to present their views. In 
addition to the briefs filed by each person who appeared, the Committee received 
nearly 200 briefs from persons who desired to make their views available to the 
Committee but did not wish to appear in person. Many of the persons who 
submitted views to the Committee also submitted material to the Tariff Com- 
mission. In addition, the Commission received material from some persons and 
organizations who did not communicate with the Committee for Reciprocity 
Information. 

Although the material received by these two groups represents every shade 
of opinion, there is ordinarily a preponderance of submissions from persons who 
consider that they would be adversely affected by a tariff concession. While 
many persons and groups are known to favor the trade-agreements program, they 
do not ordinarily make their views known at this type of hearing. Even those 
persons who stand to gain from the concessions we might obtain from another 
country do not commonly offer specific suggestions. Accordingly, the material 
received by the Committee for Reciprocity Information and the Tariff Commission 
cannot be considered as being representative of opinion in the country as a whole 
on the trade-agreements program. Unless the Committee for Reciprocity Infor- 
mation specifically accepts information on a confidential basis, all material sub- 
mitted to it is public information. 

Copies of all this material are distributed to each member of the Committee 
for Reciprocity Information for study. In addition, each member receives digests 
of all material received by either the Committee for Reciprocity Information or 
the Tariff Commission. Copies are also furnished to the members of the various 
subcommittees developing trade information and to other persons who may 
have responsibilities for the preparations for the negotiations. 

(e) The subcommittees deliberate: Aided by the material received from the 
public by the Committee for Reciprocity Information and the Tariff Commission, 
the various country subcommittees resume their study of the items under con- 
sideration for possible concessions. At this stage they must make detailed 
Studies of all relevant factors in order to determine whether to recommend to 
the Trade Agreements Committee that a concession should be made on a particular 
item and, if so, to what extent. They frequently need to look exhaustively into 
points raised in the course of the hearings. In addition to studies of the items 
on the public list, the subcommittees also consider items which may have been 
proposed in the course of the hearings and, if they deem advisable, recommend 
ro a Trade Agreements Committee that a supplemental list of such items be 
ssued. 

(f) The Trade Agreements Committee deliberates: On receipt of the recom- 
mendations of the various subcommittees, the Trade Agreements Committee 
engages in a detailed, item-by-item study of the lists. It hears from the sub- 
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committees the reasons for their recommendations. It also calls on Government 
experts for advice on particular items. It restudies the statistical material 
previously gathered, and the material received by the Committee for Reciprocity 
Information and the Tariff Commission. 

The decision in each case is based on a variety of factors. The Committee 
considers for each item the relation of imports to domestic production. Are 
imports a large or a small part of the total amount consumed in the United 
States? Have imports been increasing or decreasing, both in total amount and 
relative to domestic output, or has the relation between imports and domestic 
production remained substantially stable? 

The Committee also considers whether the domestic industry is on a net export 
basis. If, for example, the domestic industry has a large export business in 
foreign markets, this would be one indication that the industry might well be 
able to compete in third markets with the foreign product, and, therefore, a 
reduction in the tariff might be considered. 

The Committee also takes into account such matters as whether the domestic 
industry is large and diversified, with factories scattered in many places and 
manufacturing a wide variety of products, or whether the industry is located 
largely in one community and concentrates on the particular product involved. 
This, of course, has an important bearing on the possible impact of imports 
on the domestie industry. 

Since the law provides that no decrease in duty on an article shall be made if 
the President finds that such reduction would threaten production needed for 
projected national defense requirements, the Committee, in order properly to 
advise the President, must seek information on the national security needs for 
particular products. Such information is provided by the Office of Defense 
Mobilization, which receives copies of the list of items under consideration, and 
is notified of all cases in which members of the public inform the Committee 
for Reciprocity Information or the Tariff Commission that a tariff concession 
on any listed item would adversely affect the national security. 

The Committee also follows the recommendation of the Randall Commission 
on Foreign Economic Policy, approved by the President, that the United States 
us a general rule should not make reductions in tariffs on products made by 
workers receiving wages which are substandard in the exporting country which 
is the principal supplier. 

The Committee further considers whether it would be possible or desirable 
to make a concession on only part of a specific category. For example, it may 
be found that a substantial reduction in the tariff on imports of a product above 
a certain size or value would not have any appreciable effect on the domestic 
industry, though a comparable reduction on smaller or lower value products in 
the same tariff category might have a considerable impact. 

Depending on circumstances, the Committee may aiso take into consideration 
the advisability of limiting the effect of a tariff modification through the use 
of a tariff quota or other device. For example, the Committee may conclude 
that a reduced duty should apply to only a specified percentage of average 
United States production of the item, and that imports in excess of that per- 
centage should pay the higher rate. Or, to take another example, the Commit- 
tee may recommend the offer of a reduction of a rate of duty on an item, sub- 
ject to reservation of the right to increase the rate if imports exceed a certain 
percentage of total United States output of similar products. 

The Committee also considers such questions as these: Are our offers as a 
whole adequate—or too big—or too small—to reciprocate for concessions we 
may reasonably expect to obtain from country X? Would a concession to coun- 
try X on a specifie product seriously “curtail the prospect of our being able to 
find a basis for future negotiations with country Y, which is also an important 
source of the product? Is the domestic industry in question in difficulties due 
to technological change, vagaries of style, or other factors? If the item in 
question is an agricultural product, is it subject to quota restrictions under 
section 22, or is there a price-support program which might be interfered with 
if a tariff concession were to be offered? Might the concession have an adverse 
impact on any other aspect of the farm program? Are the contemplated con- 
cessions as a whole well distributed among the various segments of industry 
and agriculture? 

As soon as the peril-point findings of the Tariff Commission are reported to 
the President, they are made available to the Committee. These findings with 
regard to each product on the list, together with all the information which the 
Committee has obtained from other sources, provide the basis on which the 
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Committee makes its recommendations to the President. Frequently the Com- 
mittee decides not to recommend that a concession be made on a particular 
item even though the Tariff Commission may have found that a concession 
could be made without causing or threatening serioUs injury to the domestic 
industry. 

In no case has the United States reduced a tariff to a rate below the peril 
point found by the Tariff Commission. In one case, however, in the 1952 trade 
agreement with Venezuela, the President informed the Congress that a con- 
cession on certain crude oil, though it did not technically breach a peril point, 
was below the rate found by either of the 2 groups of 3 Tariff Commissioners, 
who had split evenly in their findings on the item. In addition, 2 cases arose 
in the 1956 tariff negotiations where the tariff increases recommended by the 
Tariff Commission were not negotiated. The products involved were violins 
and violas and certain tungsten alloys. The President informed the Congress 
that it was found that the advantages of negotiating the increases would have 
been outweighed by attendant disadvantages which made it undesirable to 
accomplish the increases by this means. 

In the course of its deliberation, the Committee strives for unanimity, whether 
the decision in question is to recommend a concession or to drop the item from 
consideration. Occasionally, however, it is not possible to reconcile differing 
points of view. In such cases, the President is informed that one or more 
agencies dissent from the recommendation approved by the majority of the 
Committee. The dissenting agencies submit the reasons for their position to the 
President, who also has before him a statement in support of the majority 
point of view. 

(g) The President decides: The recommendation of the Trade Agreements 
Committee are forwarded directly to the President for his approval. The 
President considers the recommendations, giving particular attention to any 
cases in which the Committee’s recommendations are not unanimous. 

The decision of the President constitutes a binding limitation on the authority 
of United States negotiators. It authorizes them to make specified concessions 
provided they can get adequate concessions from the countries with which the 
United States will be negotiating. If the negotiators find that it is advisable 
for them to have additional authority, the Trade Agreements Committee must 
request it from the President. The Committee’s request for authority is neces- 
sarily limited to items on the public list unless the Committee decides to recom- 
mend to the President the issuance of a supplemental list, on the basis of which 
the Committee might subsequently request (after completion of all the procedures 
outlined above) Presidential authorization to offer additional concessions. 

(h) The supplemental list: Such a sequence of events occurred, for example, 
in the preparations for the 1956 multilateral tariff negotiations. With the 
approval of the President, the Trade Agreements Committee on September 21, 
1955, issued notice of the intention of the United States to participate in the 
negotiations. Accompanying the notice was a list of several hundred items to 
be considered for possible concessions. Hearings on this list before the Com- 
mittee for Reciprocity Information and the Tariff Commission began on October 
31, 1955. By the time the multilateral conference opened at Geneva on January 
18, 1956, all the procedures described above had been completed, and the Presi- 
dent had approved the offering of specified concessions on certain items on the 
list. Meantime, however, the Trade Agreements Committee, believing that the 
negotiating position of the United States would be improved if consideration 
could be given to concessions on a few additional items, had recommended to 
the President that a supplemental public list of some 30 items be issued. The 
President approved this recommendation and the supplemental list was issued 
on December 9, 1955. Hearings on this fist opened on January 17, 1956, and 
after completion of all mandatory and customary procedures, including peril 
point findings, the President approved the Committee’s recommendation that 
authority be given to offer certain additional concessions in the negotiations, 
which were then well underway. 

3. The preparation of United States requests.—Procedure followed in the 
preparation of United States requests closely parallels the preparation of offers 
and goes forward simultaneously with work on offers. 

In the country subcommittees, where work begins well before issuance of the 
notice of hearings, first there is a systematic review of trade with each nego- 
tiating country, including, besides tariffs, import taxes and other charges. Next 
United States exports to the country are reviewed to pick out the items of which 
the United States has either been the principal supplier in a recent year or, 
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where quantitative restrictions may have distorted the trade, those of which 
the United States might become a principal supplier. As a check against these 
data, overall United States export trade is reviewed to determine whether 
there are typical export products on which trade ought to be moving. If 
they do not already appear in the request lists, an effort is made to find where 
such items are classified in the other country’s tariff and to find why no trade 
is moving. Experience under existing agreements is carefully reviewed to find 
whether there are items on which we may hope to obtain further concessions, 
clarifications or broader coverage. Past inquiries and complaints from ex- 
porters that have been received either through the Committee for Reciprocity 
Information or directly by the Department of Commerce or other Departments 
are reviewed in order to give special consideration to such items. 

On the basis of these data, the Department of Commerce member of the country 
subcommittee prepares data sheets on each possible item, without exercising 
too much selectivity at this stage. The country subcommittee as a whole then 
reviews these sheets and makes a recommendation as to which items should be 
included in the United States requests. If time permits, this first round of 
consideration is focused only on selection of items without specification as to 
the depth of tariff reduction or amount of other concession to be sought. Some- 
times, working under a very tight time schedule, aS was the case last year, 
rates to be requested may be given preliminary consideration at the same time, 
but it has generally proved more practical first to know the magnitude of the 
list and the scope of our own probable offers; this latter is never known until a 
later stage. 

By the time preliminary lists are drawn up, ordinarily the public notice 
inviting submission of briefs and oral testimony to the Committee for Reciprocity 
Information will have appeared. Country subcommittee members not only 
receive briefs and digests of briefs on requests for concessions from the country 
in question but also attend hearings when witnesses appear on export conces- 
sions. Recommendations to the Trade Agreements Committee are then reviewed 
and revised accordingly, new items being added or changes made in the priorities 
that had been provisionally established. 

As soon as each country subcommittee is ready, its entire list goes to the Trade 
Agreements Committee, which reviews in detail both the items recommended 
to be requested and those dropped by the country subcommittee. The Trade 
Agreements Committee also reviews the overall relation of requests to possible 
offers and there is an especially careful survey of charges other than imports 
and of the treatment individual products are receiving in the issuance of any 
licenses that may be required. 

Typically the country subcommittee will have supplemental recommendations 
to make to the Trade Agreements Committee in the light of new information 
which continues to be received, sometimes almost up to the opening of the 
conference. Frequently, too, developments in the preparation of offers neces- 
sitate revision in the list of requests. The Trade Agreements Committee may 
also, and often does, ask the country subcommittee to obtain additional data on 
another country’s treatment of some particular United States export or on 
the operation of some particular tax or purchasing arrangement. If time permits, 
a second complete review is made of all items for the purpose of deciding what 
rates should be requested. Otherwise selections of items and decisions as to 
rates may be combined in one operation. In short, the request list, like the 
offer recommendations, usually moves back and forth from Trade Agreements 
Committee to country committees and back again until it is finally ready to go 
to the President for his approval along with the recommendations on offers. 

Although requests always accompany recommended offers, unlike the offer 
situation, new requests may be added to the list later or requests that had 
been dropped may be substituted for others. At the conclusion of the negotia- 
tions, concessions obtained are subject to the President’s approval along with 
Seam so that he may judge whether a fair and advantageous bargain has been 
struck. 

III. CONDUCT OF CONFERENCE 


A. International 


The tariff-negotiating conferences which are sponsored by the contracting 
parties to the General Agreement on Tariffs and Trade, although sometimes 
held at the same time as the regular annual business sessions, are distinct and 
separate from the regular sessions. Once the contracting parties have decided 
to hold the negotiations, have agreed upon the site of the conference, a time- 
table for the various stages of the negotiations and the rules and procedures 
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to be followed, they leave the actual conduct of the negotiations to the par- 
ticipants themselves. The participants are given administrative and technicai 
assistance by the secretariat which services the contracting parties. 

When it convenes, the conference establishes a Tariff Negotiations Committee, 
which consists of representatives of all negotiating parties as well as countries 
negotiating for accession to the general agrement. This Committee is respon- 
sible for supervising the conduct of the negotiations. In general, it watches the 
progress of the negotiations which are carried on bilaterally, gives guidance 
to the participants on ways to increase the scope of the agreements or to expe- 
dite their conclusion, and prepares the protocol which is the legal instrument 
embodying the results of the negotiations and providing for their ultimate 
incorporation into the general agreement. Although the participating govern- 
ments give full consideration to the advice and recommendations of the com- 
mittee, each country retains the right to accept or reject such recommendations 
and to decide for itself whether to accept the results of the negotiations. 

The functions of this Committee were expanded somewhat for the most recent 
negotiations, held in Geneva in 1956, in order to give added emphasis to the multi- 
lateral aspects of the negotiations. In addition to the general function of exercis- 
ing its good offices for the purpose of achieving the maximum practicable progress 
toward the objectives of the conference (reducing the general level of tariffs and 
other charges on imports) the Committee had the following specific functions: 
(1) Review the consolidated lists of offers of the various countries; (2) arrange, 
if requested, for triangular or multilateral negotiations; and (3) if requested 
consider problems that a country believes are impeding or delaying the successful 
conclusion of negotiations. In adopting these terms of reference and in estab- 
lishing rules and procedures to be followed in the negotiations, the contracting 
parties emphasized that bilateral negotiations were not to be impeded by the 
Comumittee’s review of negotiations. 

At the 1956 negotiations the Tariff Negotiations Committee delegated to a 10- 
member Tariff Negotiations Working Party responsibility for drafting the pro- 
tocol, setting the timetable for bilateral negotiations and conducting the initial 
review of the consolidated offer lists. The purpose of this review was to ascer- 
tain whether each list contributed to the objective of the conference and met 
specific criteria for attaining this objective. Upon completion of this review, the 
Working Party reported to the Committee on the facts relative to the lists. On 
the basis of this report the Committee prepared recommendations to be considered 
by the participating governments. 

Concurrently with the Working Party and Tariff Negotiations Committee 
reviews, individual negotiations take place among the interested countries, usually 
on a bilateral basis between pairs of countries or more rarely on a group basis. 
For example, in the 1956 negotiations, 21 countries conducted some 60 pairs of 
negotiations. In addition, the High Authority of the European Coal and Steel 
Community, acting under a mandate from the 6 member countries, negotiated with 
4 countries and reached agreement with 2, including the United States. As a 
result of this negotiation, 3 of the 6 CSC countries granted concessions on their 
individual rates. Another type of negotiation at this conference was a multi- 
lateral one which started out as a triangular negotiation and which developed 
into one involving six countries. Three countries with a common export interest 
obtained from the other three reductions in duties on the product in which they 
were interested in exchange for concessions on items in their own individual 
tariff schedules. 

As negotiations proceed, progress, or its lack, is reported periodically to the 
Working Party or the Tariff Negotiations Committee, either of which may make 
suggestions or recommendations on means of expediting bilateral discussions. 

When the bilateral negotiations have been completed, all the concessions 
resulting from the individual negotiations are examined by all the participating 
countries. At this time adjustments may be required to correct imbalances re- 
sulting from the varying indirect benefits individual countries may receive 
from other agreements. For example, countries A and B conclude an agree- 
ment which each considers in balance. When A subsequently concludes an 
agreement with C, in which concessions A is making to C result in substantial 
indirect benefits for country B while A is obtaining few if any indirect bene- 
fits from B’s other negotiations, A may request additional concessions from B. 

After all such adjustments are made and the results of the separate negotia- 
tions are approved by all the participating countries, the negotiated conces- 
sions are integrated into one agreement. This agreement takes the form of a 
protocol, signed by the participants, with the schedule of each participant at- 
tached. Although concessions are negotiated with individual countries, in the 
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final agreement each country grants all the concessions to all other participants 
in the General Agreement on Tariffs and Trade. 


B. United States participation 


The United States delegation at a tariff negotiating conference includes 
members from each of the agencies represented on the Trade Agreements 
Committee. At an early stage of preparations each such agency is invited to 
designate a specific number of its employees and assign them for service with 
the delegation. Unless there are overriding reasons to the contrary, the persons 
designated are usually those already serving on the country subcommittees 
described in an earlier section. 

The United States delegation is normally headed by the Deputy Under Secre- 
tary or Assistant Secretary of State for Economic Affairs as chairman, with 
the Chief of the Trade Agreements and Treaties Division of the Department 
of State as vice chairman. The delegation includes the members of the Trade 
Agreements Committee, who function in a triple capacity (1) as senior advisers 
to the chairman and vice chairman, (2) collectively as the Trade Agreements 
Committee, giving overall guidance and direction to the negotiations, and (3) 
in some cases as general supervisors of the groups of subordinate officials from 
their respective agencies serving on the delegation. 

Other officers on the delegation are usually organized into teams, one team 
for each country or group of countries with which the United States is to 
negotiate. 

The negotiating teams, which as far as possible have the same membership 
as the preparatory country subcommittees, usually consist of representatives of 
State, Commerce, and Agriculture, with representatives of other departments 
assisting in matters of interest to their agencies and with the State member 
acting as chairman. In addition to its regular members, who participate in the 
negotiations, each team has a member of the Tariff Commission staff assigned 
to it as a technical adviser. As a matter of established policy, the Tariff 
Commission staff members do not engage in actual negotiations. 

On occasions in the past several nongovernmental advisers have been designated 
as members of United States delegations. These are prominent citizens from 
various sections of the United States and various sectors of the economy who 
attend the tariff conference to advise the Chairman and Vice Chairman on the 
broader policy aspects of the negotiations and to offer the benefit of their diverse 
experience. The nongovernmental advisers regularly attend all meetings of the 
delegation and the Trade Agreements Committee and may, if they wish, attend 
team meetings and negotiating sessions. 

Negotiations begin with bilateral meetings of the United States teams with 
their counterparts from other countries. At such an initial meeting the two 
teams usually exchange their lists of offers. These offers constitute a response 
to lists of requests, usually exchanged through diplomatic channels in advance 
of the conference. On the basis of the two sets of offers actual bargaining begins 
and the series of bargaining meetings may continue over a considerable period. 

As soon as it is possible to do so on the basis of its bargaining, the team presents 
a report to the Trade Agreements Committee giving, first, its opinion as to 
whether an agreement is possible or not and, second, the most favorable terms 
on which it then appears that an agreement can be reached. If the proposed 
agreement is a balanced one and in terms of the original offers and requests, the 
Trade Agreements Committee may authorize the team to conclude on an ad 
referendum basis. 

Often, however, reaching an agreement involves changes in the original United 
States offers. If the other country’s offers are inadequate to balance United 
States offers, efforts must be made to elicit additional offers or failing that some 
United States offers must be withdrawn. If the other country offers more than 
had been anticipated, but asks for more in return, the Trade Agreements Com- 
mittee considers, on the basis of a recommendation from the negotiating team, 
whether the proposed bargain is worthwhile and whether it could be made with- 
out serious injury to United States industry. If additional authority is required 
the Trade Agreements Committee requests it of the President, and, if he approves, 
the negotiating team proceeds to conclude an ad referendum agreement on the 
basis proposed. 

If the Trade Agreements Committee should decide that the bargain offered is 
not an advantageous one, the team continues negotiating until a satisfactory 
balance is reached or it is agreed that a balance is impossible to achieve and 
the negotiations are terminated. 
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When all United States negotiations are completed, the results are reviewed 
by the Trade Agreements Committee and are then sent to the President with a 
recommendation for his approval. If the President approves, a representative of 
the United States, usually the delegation Chairman, signs the protocol under a 
full power issued by the President and the agreement becomes a binding inter- 
national obligation of the United States. The final step is taken when a Presi- 
dential proclamation is issued bringing the agreement into force as regards United 
States domestic law. 

Mr. Corse. Now, speaking to the diagrammatic chart, which sets 
out what you might call the administrative flow of responsibility 
through the various stages of a tariff negotiation, you have shown 
here, first, the Congress, from which the authority to modify United 
States trade regulation has been extended to the President under the 
various criteria set out in the law. Then there is the President, who 
must make all decisions which affect the final use by him of the author- 
ity which he has received from the Congress. As you will see from 
the chart, there are at least four distinct stages where a decision of 
the President is required before the trade-agreements machinery can 
move on to the next stage, and some stages involve seeking decisions 
from the President more than once. Advising the President at each 
different stage is the Trade Agreements Committee, utilizing among 
other information that collected from the public by the Committee 
for Reciprocity Information and, at one stage, that dealing with peril 
points, the Tariff Commission. 

The first decision in a tariff negotiation is, of course, the decision 
to negotiate. This decision is usually made by the President on the 
basis of recommendations to him by the Trade Agreements Commit- 
tee. But that is not always the case. For example, the decision to 
undertake the tariff negotiations which were concluded in Geneva 
early this year had already been made by the President when he asked 
the Congress to enact H. R. 1 for this purpose; and his decision was 
based on the recommendations made to him by the Commission for 
Foreign Economic Policy, chaired by Clarence Randall, rather than 
through the usual interdepartmental process. 

The second decision is with respect to the products to be included 
in the list of import items to be considered for possible tariff conces- 
sions by the United States in the forthcoming negotiation. This list 
is formulated by the Trade Agreements Committee. When approved 
by the President, this list serves as an instruction to the Tariff Com- 
mission to establish the peril point for each item as required by the 
Trade Agreements Extension Act of 1951—that is the point below 
which a reduction in duty may not be made, in the judgment of the 
Commission, without threat of serious injury to the domestic industry 
concerned. I should add that the Commission may also find an in- 
crease of duty necessary to prevent serious injury. The list also serves 
as a basis for the holding of public hearings by the Committee for 
Reciprocity Information. ’ 

In the early days of the trade-agreements program it was not the 
practice to publish in advance a list of items on which tariff conces- 
sions might be granted. Instead, only general trade statistics were 

ublished and it was up to the domestic producer to figure out whether 
1e was likely to have an interest in the matter. But after a trial 
period the early procedure was judged to be unfair. It aroused need- 
ess concern and put domestic producers to unnecessary trouble. Since 
1937 the practice has been to hold public hearings in advance on each 
and every item, precisely described in legal and, sometimes also statis- 
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tical terminology which might be considered as the possible subject 
of a tariff concession. 

I would like to underscore the word “considered.” No concession 
can be granted unless the item is on the list. However, the fact that 
an item is listed does not mean that a decision has been made to grant 
a concession on that item. It only means that the possibility of a 
concession has not been foreclosed. There are many reasons why 
ultimately it may be decided not to grant a concession on a listed 
item—perhaps the foreign country supplying the product is not will- 
ing to pay enough, possibly the peril-point findings of the Tariff Com- 
mission will lead to its exclusion from the trade agreement finally 
concluded, or possibly other information about production and trade 
in the item indicates that a concession would be unwise. 

Nevertheless, the list of items to be published is thoroughly screened. 
For example, in connection with the tariff negotiations completed at 
Geneva early this year, the Committee made a preliminary examina- 
tion of all items of which the negotiating countries were principal 
suppliers, excepting only those on which there was no authority to 
make tariff concessions. These items, numbering perhaps as many 
as 2,000 in the terms in which laymen think of separate items, might 
theoretically all have been listed. Actually, however, the items 1n- 
cluded in the public list, and on which hearings were held, numbered 
only 900 in the same “laymen’s” terms. Of this number, concessions 
were eventually granted on about 650. 

It is sometimes suggested that the published list should be even 
more stringently limited—that it should be confined to those items on 
which the granting of a concession is a virtual certainty. If this 
were done, it is argued, then no domestic producer would be caused 
anxiety which turned out to be needless. However, it may be ob- 
served that some measure of flexibility is necessary as a practical 
matter. For many products it cannot be known in advance of nego- 
tiations whether a concession will be important to the reaching of 
final agreement. Moreover, if the executive branch had already made 
up its mind in advance that a concession would be granted on every 
product in the published list, assuming that adequate reciprocal con- 
cessions could be obtained, an important purpose of the public hear- 
ing procedure—namely, to receive information and views from 
domestic producers and to take them into account in deciding whether 
or not to make a tariff concession—would be defeated. 

The wisdom of flexibility in making up the public list is illustrated 
by the fact that during every one of the last four tariff negotiations 
it was later found necessary to issue a second list, supplemental to 
that first issued, and to conduct additional sets of hearings. I might 
add that supplemental lists are of course issued only after the Presi- 
dent has approved these items for listing, just as in the case of original 
lists. 

__The third point in the tariff-negotiating process at which the Pres- 
ident is required to make a decision is his decision as to what tariff 
concessions should be offered to the foreign countries and what tariff 
concessions should be sought in return. Here he has two bases for 
decision, the Tariff Commission’s independent findings with respect 
to peril points and the recommendations of the Trade Agreements 
Committee which have been formulated both on the basis of that Com- 
mittee’s own work and in the light of the peril-point findings. If 
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the Trade Agreements Committee recommends the offer by the United 
States of a concession below the peril point recommended by the Tariff 
Commission, the President must decide whether he will observe the 
peril point or whether he has adequate reason not to observe it. If 
he fails to observe it, the Tariff Commission’s report on that peril 
point will become public after the negotiations and the President is 
required to inform the Congress of his reasons for not adhering to 
the Tariff Commission’s finding. 

In formulating its recommendations to the President, the Trade 
Agreements Committee draws from three sources of information: 
First, the information developed at the public hearings conducted 
by the Committee for Reciprocity Information. Second, the reports 
of the Tariff Commission with respect to peril points. And, finally, 
information drawn from the files and experience of each of the agen- 
cies concerned. The Department of Commerce, for example, pro- 
vides detailed data on foreign tariffs and restrictions on American 
exports, the Tariff Commission provides all relevant factual informa- 
tion on imports, and the Departments of Agriculture and Interior 
contribute their specialized knowledge on both imports and exports 
of the products of particular interest to them. These agencies and 
others also contribute their knowledge of various segments of the 
domestic economy. 

As they are perhaps better known than any other phase of the trade- 
agreement procedure, I will not attempt to describe in detail the pro- 
cedures of the Committee for Reciprocity Information. I believe 
that the representative from the Tariff Commission will be better able 
than I to Secs the peril-point hearings held by the Commission in 
connection with peril points. However, I wish to make it clear that 
the notices and the lists issued in connection with preparations for 
the negotiations are given the widest publicity and that any inter- 
ested party may submit a brief in writing and appear in person. 
About 300 briefs were submitted for this last negotiation and about 
140 people appeared in person. All of the views expressed at the 
Committee for Reciprocity Information hearings, as well as the peril- 
point reports, are available to the Trade Agreements Committee when 
it makes its recommendations to the President, and are also available 
to all officials of the interdepartmental trade agreements organiza- 
tion who may be concerned with conducting international negotiations. 

There are, of course, various criteria which the Committee follows 
in making up its recommended offers and requests. First, the Com- 
mittee aims always to further the interests of the United States as 
effectively as possible in using the authority which Congress has dele- 
gated. For instance, the so-called principal supplier rule, according 
to which concessions are offered to the country which is the principal 
supplier of a commodity to the United States, is generally followed to 
maximize bargaining power. This practice does not, of course, stem 
from any hard-and-fast rule, but is simply a negotiating technique 
which serves as a useful guide to effective use of authority in many 
cases. 

Equally fundamental is the principle that the Committee recom- 
mends no concession which it feels will threaten serious injury to 
domestic industry or will interfere with any domestic farm program. 
Further, no concession is recommended which will threaten the mobili- 
zation base of the United States, and for this purpose liaison is main- 
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tained with the Office of Defense Mobilization, which participates 
in the work of the Committee on an ad hoc basis when its interests are 
involved. Again, the Committee follows the President’s announced 
policy in not recommending any concesson which would benefit a 
foreign industry paying wages that are substandard in the country 
in which it is located. 

When the President decides with respect to the tariff concessions to 
be offered and sought in a negotiation, that decision becomes a bind- 
ing instruction on the American negotiators. No offer may be made 
which is not within the limits approved by the President. If changes 
in the original American position on some individual items become 
necessary during the course of a negotiation, such changes must be 
submitted to the President for his approval before firm offers can 
be made. Finally, at the close of negotiations, before the agreement 
can be concluded with binding effect on the Government of the United 
States, the results of the negotiations as a whole must be presented to 
the President and before it can be signed, he must issue a full power 
to his representative. 

These, then, are the basic administrative steps followed from the 
beginning to the end of a tariff negotiation. At each significant point 
ulong the way the President makes the decision, and the advice given 
to him with respect to that decision rests on a governmentwide founda- 
tion. The administrative procedure is such that there is no chance 
at any point that the advice given the President will be lopsided, or 
that the views of any one or two agencies will be presented to the ex- 
clusion of the others. I will only add that the actual conduct of nego- 
tiations with the representatives of foreign governments parallels the 
domestic procedure; that is to say, it is ee interdepartmental. 
Usually negotiations are conducted under the direct supervision of 
the Trade Agreements Committee and the detailed tariff discussions 
are conducted by country teams composed of representatives from 
several agencies. 

I would like to refer for a moment to a criticism voiced at these 
hearings by the representative of the American Farm Bureau Federa- 
tion a expressed the view that the Department of Agriculture did 
not have enough representatives at the most recent tariff negotiation 
in Geneva. It is true that the list of 60 members of the United States 
delegation numbered only 3 from the Department of Agriculture. 
However, a larger number of persons from the Department of Agri- 
culture actually took part in the negotiations at different times. It 
must also be remembered that the weight of an agency’s viewpoint does 
not depend upon the number of people present. 

In formulating the recommendations of the Trade Agreements 
Committee to the President, each agency has an equal voice and an 
equal right to present its dissenting views, if any, directly to the 
President. The American Farm Bureau communicated with the De- 
partment earlier on this same subject, and in our reply we brought 
out these same considerations. 

It is sometimes claimed that American trade-agreement negotiators 
have not bargained hard enough; that more should have been ob- 
tained by way of concessions from foreign countries in return for that 
given. It is probably true that negotiators will almost always defend 
that which they have negotiated as being good, otherwise they would 
not have agreed to it. It is probably also true that some people who 
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have not been present during the negotiations will be disappointed 
that more has not been accomplished for their particular interests, 
It is difficult, in short, to obtain objective judgments. However, dur- 
ing the past two negotiations observers have been appointed to the 
United States delegation who have been drawn from outside the Gov- 
ernment, some of whom have expressed their views on this subject. 
I should like to introduce for the record the comments made by all of 
these observers and to quote as follows from the statement which the 


observers issued in connection with the most recent negotiation at 
Geneva: 


We were particularly impressed with the unfailing concern of our negotiators 
to advance the broad interests of the United States. By no stretch of the imagi- 
nation could the tariff negotiations, as we observed them, be called a giveaway 
program. The entire program is, of course, based upon reciprocal concessions, 
and we found our negotiating teams and the Trade Agreements Committee to 
be bargaining in what seemed to us to be the best Yankee tradition. They in- 
sisted on obtaining concessions of full value for each concession made by the 
United States. There is great need for a better public knowledge of these facts. 


(The information is as follows :) 


STATEMENT OF OBSERVATIONS OF PuBLIC ADVISERS TO UNITED STATES DELEGATION 
NEGOTIATING TARIFF AGREEMENTS IN GENEVA, SWITZERLAND, SUBMITTED TO THE 
PRESIDENT, May 31, 1955 


After observing the tariff negotiations at Geneva, we are convinced that our 
country has been represented there by an unusually conscientious, hardworking, 
and intelligent group of public servants. 

The public advisers were given access to every item of information important 
in the negotiations. With that essential background, we were impressed with 
the realistic, practical, and hard-headed approach of the members of the dele- 
gation to the negotiations. There could be no doubt that they were devoted to 
the basic national policy of increasing trade and removing barriers to the 
exchange of goods among the free nations of the world. But it was also clear 
that within this basic framework of national policy, the negotiators made every 
effort to assure full protection of the economic interests of American agriculture, 
industry, and labor. 

One conclusion we have reached as a result of our observations at Geneva 
is that renewed and, if possible, more intensive efforts should be made to apprise 
the American public of the reciprocal character of tariff negotiations. We 
have the impression that some individuals and groups may not fully realize 
that tariff concessions by the United States are balanced by compensating reduc- 
tions of tariffs by the countries with which we negotiate. We also recommend 
that the Government agencies participating in the tariff program redouble 
their efforts to secure the views of affected economic groups at public hearings 
or through other appropriate means prior to negotiations. 

We do not in any way minimize the continued obligation of our Government 
in its tariff negotiations with other countries to do everything possible to prevent 
injury to our domestic economy. At the same time, it is also important that 
all economie interests and the public generally be fully aware of the potential 
benefits for ourselves as well as other countries in the expansion of trade among 
the free nations of the world. 

We wish to express our appreciation for the opportunity we have been afforded 
to observe at firsthand the way in which tariff negotiations are conducted 
by our Government. This experience has given us an insight into this im- 
portant area of national policy which we could not otherwise have gained. 


ALLAN B. Kine RusseEtt G. SMITH 
Bert SEIDMAN LAWRENCE F. WHITTEMORE 


(Notre.—Mr. Kline lives in Western Spring, Ill., and is former president of 
the American Farm Bureau Federation. Mr. Seidman, of Washington, D. C., 
is staff economist of the American Federation of Labor. Mr. Smith, of San 
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Francisco, is executive vice president of the Bank of America, in charge of inter- 
national operations. Mr. Whittemore, of Concord, N. H., is board chairman of 
Brown Co., pulp and paper manufacturers. They were in Geneva for about 3 
weeks in April and May. They visited the President on May 31. Their state- 
ment, given above, was handed to the press at that time. The United States 
delegation in Geneva has been negotiating with Japan, Switzerland, and other 
countries. ) 


{Press release, May 4, 1956, by James C. Hagerty, Press Secretary to the President] 


STATEMENT MADE TO THE PRESIDENT BY THE NONGOVERNMENTAL ADVISERS TO THE 
Unrrep STATES DELEGATION NEGOTIATING TARIFF AGREEMENTS IN GENEVA, 
SwITzERLAND, May 4, 1956 


Having had an opportunity to observe at firsthand the tariff negotiations now 
drawing to a conclusion at Geneva, we are happy to report to you that the inter- 
ests of our country have been well served. We have been greatly impressed by 
the competence of the career men from the nine departments and agencies of the 
Government who have handled these important negotiations. The members of 
the Trade Agreements Committee, particularly, have worked long hours for many 
months with a high degree of concentration and effort. 

We were particularly impressed with the unfailing concern of our negotiators 
to advance the broad interests of the United States. By no stretch of the 
imagination could the tariff negotiations, as we observed them, be called a give- 
away program. The entire program is, of course, based upon reciprocal conces- 
sions and we found our negotiating teams and the Trade Agreements Committee 
to be bargaining in what seemed to us to be the best Yankee tradition. They in- 
sisted on obtaining concessions of full value for each concession made by the 
United States. There is great need for a better public knowledge of these facts. 

The hard work and intelligence that went into the tariff negotiations are the 
more noteworthy because the present tariff session, following upon earlier negoti- 
ations, was restricted to a comparatively narrow range of trading. It required 
patience and persistence on the part of our representatives to obtain the many 
important agreements that are being reached. 

On the basis of our observations in Geneva, we are strongly of the opinion that 
there is need for the permanent and administrative machinery that is provided 
for in the proposed Organization for Trade Cooperation. The adoption of this 
administrative machinery subscribed to by all the interested nations would clearly 
be in our enlightened self-interest. It would help make all our trade agreements 
more truly reciprocal. 

It would also strengthen both the resolve and ability of the member nations to 
continue their efforts toward an expanding and mutually profitable world trade. 
It would provide an effective, continuously operating instrument in giving fuller 
effect to existing commitments to remove such trade barriers as currency restric- 
tions, quotas, discriminatory taxes, and-other indirect devices that limit the ex- 
change of our goods with other nations. Failure on the part of the United States, 
the world’s greatest trading nation, to join in setting up this organization would 
cause great dismay and disappointment throughout the free world at a time when 
the Soviet Union is stepping up its foreign economic efforts. 

Accordingly, we wish to support very strongly your recommendation for ad- 
herence by the United States to the OTC. 

We appreciate deeply the oportunity that has been given us to participate as 
observers in these tariff negotiations. It has been for all of us an interesting 
and rewarding experience. 

Ex.iott V. Bett, 
Editor and Publisher of Business Week; Chairman, Executive Commit- 
tee, McGraw-Hill Publishing Co., New York. 


HoMER LL. BRINKLEY, 
Evecutive Vice President, National Council of Farmer Cooperatives, 
Los Angeles. 


BRYANT Essick, 
President, Bssick Manufacturing Co., Los Angeles, Calif.. 


STANLEY N. RUTTENBERG, 
Director of Research, AFL-CIO, Washington. 
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ADMINISTRATION OF GENERAL AGREEMENT ON TARIFFS AND TRADE 


Mr. Corse. After a trade agreement has been concluded, it requires 
continuing administration. Our largest trade agreement is the Gen- 
eral Agreement on Tariffs and Trade, to which 35 governments, in- 
cluding the United States, belong. The Committee on Ways and 
Means has very recently examined the administrative aspects of the 

eneral agreement in connection with its consideration of the Organ- 
ization for Trade Cooperation. Accordingly I will confine my com- 
ments to a condensed description of the procedures followed. 

Representatives of the governments which are parties to the general 
agreement usually meet once a year, in Geneva, for the purpose of con- 
sidering the veaniie which have arisen with respect to its admin- 
istration and of recommending methods for their solution. These 
problems are of various kinds. There are, first of all, the complaints 
which may be brought against particular governments for failing to 
have fulfilled their obligations under the agreement or for having taken 
some measure which nullifies its benefits. It is the job of the annual 
sessions of the contracting parties to examine these complaints, see 
whether they are justified in the light of the obligations of the agree- 
ment, and recommend solution, to the governments concerned. In 
cases of serious violation or nullification, the contracting parties may 
authorize a particular government to take back some of the trade con- 
cessions it originally made because of the actions of another govern- 
ment. The United States has brought a number of complaints against 
other governments at these annual sessions; and has been the subject 
of some complaints brought against it. 

Then there are the annual consultations under the General Agree- 
ment on balance-of-payments restrictions. The General Agreement 
recognizes the need for import quotas to protect the balance of pay- 
ments of a country in financial difficulty, but contains criteria and 
procedures aimed at their eventual removal when financial conditions 
improve. The purpose of the consultations is to examine the position 
of individual countries and to recommend whether further steps 
should be taken to remove restrictions. In this process there is con- 
sultation with the International Monetary Fund, which has jurisdic- 
tion over exchange restrictions imposed for balance-of-payments 
reasons. The consultative procedure under the General Agreement 
has encouraged progress in removing restrictions against American 
export trade. 

Another important field of activity under the General Agreement 
has to do with so-called waivers from the provisions of the Agreement. 
The basic trade rules originally included in the General Agreement in 
1947 could not take account of changing economic conditions and new 
developments. This was understood at the time and a provision was 
included in the Agreement which enabled the contracting parties, by 
a 2 to 3 vote, to waive these rules in exceptional circumstances. Since 
the Agreement was first entered into a number of waivers have been 
granted in order to enable one or several countries to take actions with- 
out being in violation of their international commitments. An ex- 
ample is the waiver granted to the Coal and Steel Community in 
Western Europe in order that the most-favored-nation provisions of 
the General Agreement might not stand in the way of establishing a 
common market for coal and ‘steel exclusively with respect to the 
trade of the 6 countries participating in the Coal and Steel Com- 
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munity. Another example is the waiver extended to the United States 
in order that certain agricultural import quotas and fees required b 
changes in our domestic farm legislation might not be in conflict wit 
the international commitments under the General Agreement which 
the United States had accepted at an earlier date, before the domestic 
law was changed. Bio 

Finally, there are additional proposals for trade liberalization 
which may be put forward by one or more countries for consideration 
by the contracting parties to the General Agreement. For example, 
very recently there was negotiated under the auspices of the General 
Agreement an international convention to provide free importation for 
certain merchandise samples. So far as the United States is con- 
cerned, the Samples Convention has been favorably acted upon by the 
Senate as a treaty and enabling legislation will be submitted to the 
Congress. Another example of new measures for liberalizing trade 
which has come before the parties to the General Agreement is the pro- 
posal, advanced by the United States, to work toward the elimination 
of governmental discriminations against foreign insurance companies 
in the placing of contracts for imports and exports of goods. 

All of these matters require the formulation of a position by the 
Government of the United States and the designation of United States 
representatives to present that position at the sessions of the parties to 
the General Agreement. As in the case of tariff negotiations, the Trade 
Agreements Committee ordinarily determines the position to be taken 
by the United States. If the position formulated is within already 
established policy, no further consideration is required. If the posi- 
tion involves new policy, or is of substantial importance, then the 
recommendations of the Trade Agreements Committee are reviewed 
interdepartmentally at the Assistant Secretary level or Cabinet or 
sub-Cabinet level. 

As in the case of tariff negotiations, the United States delegation 
to meetings under the General Agreement is interdepartmental in char- 
acter. In all cases the Departments of the Treasury, Commerce, and 
Agriculture are represented along with the State Department, which 
at the chairmanship. In all cases, however, the positions taker 

y the United States are based on full agency representation through 
the Trade Agreements Committee. 

Tn accordance with one of the amendments to the Trade Agreements 
Act adopted by the Congress in 1955, the President is now required 
to submit a report to Congress once a year on the operations of the 
trade-agreements program. We understand that the first report, 
which is now under preparation, will include detailed information on 
the participation of the United States in the General Agreement on 
Tariffs and Trade. Also, the reports of the chairmen of the United 
States delegations to the 8th, 9th, and 10th sessions of the General 
Agreement can be made available to the subcommittee. 


ESCAPE CLAUSE 


_ The role of the State Department, in connection with the administra- 
tion of the escape clause, differs somewhat from the procedures fol- 
lowed in the case of other aspects of the trade-agreements program. 
As the subcommittee is well aware, the trade-agreements legislation 
ange that the Tariff Commission is charged with responsibility 

or investigating claims that tariff concessions have contributed to 





1088 CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 


serious injury, or the threat of serious injury, to domestic industries 
and for recommending to the President that trade concessions be with- 
drawn whenever it finds this to be the case. Under the law the Presi- 
dent has discretion either to accept or reject a finding of the Commis- 
sion; and if he rejects it he is required to transmit to the Congress a 
statement of the reasons for his action. In making his decisions on 
escape-clause cases, the President consults each interested agency indi- 
vidually rather than through the Trade Agreements Committee, and 
agency coordination is achieved through the regular procedures of the 
Bureau of the Budget. In the case of the Department of State, the 
comments of the Department on an escape-clause case, which may 
include recommendations but do not always do so, reflect the position 
of the Department as a whole. That is to say, the position of the 
Department is formulated on the basis of the recommendations from 
the Economic Bureau, the regional bureaus with geographic interests 
and, where appropriate, other offices. In important cases the decision 
is taken higher ; to the Secretary if necessary. 

There is one aspect of escape-clause actions which does require con- 
sideration by the Trade Agreements Committee. This is the considera- 
tion of so-called compensation in escape-clause cases. If the United 
States (or any other country) withdraws or terminates a tariff con- 
cession which it has granted, the principle of reciprocity incorporated 
in the General Agreement and in our bilateral agreements requires that 
the balance of mutually advantageous concessions be restored. Res- 
toration of this balance can be achieved either through the granting 
of some new concession by the United States (which involves public 
hearings, peril-point findings, and all of the other procedures involved 
in new tariff negotiations) or the suspension by the foreign country 
of one or more of the concessions which it had made to us. In either 
case, it is the Trade Agreements Committee which formulates the 
recommendations for the President’s approval. 


ADMINISTRATIVE TRADE MEASURES (SEC. 22, ANTIDUMPING AND COUNTER- 
VAILING DUTIES, AND BUY AMERICAN PROCEDURES ) 


Apart from its participation in the interdepartmental trade agree- 
ments machinery, the Department of State is often consulted by other 
agencies or by the President in connection with laws other than the 
trade-agreement legislation, bearing upon the foreign trade of the 
United States. These include section 22 of the Agricultural Adjust- 
ment, Act, as amended, which has resulted in the imposition of agri- 
cultural import quotas and feees from time to time, antidumping and 
countervailing duties, and Buy-American procedures under Executive 
Order No. 10582. It is understood that a representative of the De- 
partment of Agriculture will describe the procedures followed under 
section 22 and a representative of the Department of the Treasury 
will describe those followed in connection with antidumping and 
countervailing duty cases. With respect to Buy-American procedures, 
-I would like to submit for the record a short descriptive statement 
on the subject. In none of these matters does the State Department 
have any formal role, but as I have indicated, it is customarily con- 
sulted on issues which may have a bearing on our foreign commercial 
policy and our international relations. 

(The information is as follows :) 
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PROCEDURES FOR ADMINISTERING THE BuyY-AMERICAN ACT 


The Buy-American Act, which was enacted in 1933 in an attempt to alleviate 
domestic unemployment, provides that United States Government agencies, in 
procuring supplies for public use within the United States, must purchase only 
domestic materials, unless the required supplies are not available domestically 
or the head of the procuring agency determines that their purchase would be 
“inconsistent with the public interest” or that the cost of domestic supplies 
would be “unreasonable.” A Treasury Department directive in 1934 laid down 
the general rule that the cost should be considered “unreasonable” only when the 
price of the domestic article exceeded the price of the foreign article, after in- 
cluding the duty, by more than 25 percent. There was no attempt to define 
inconsistency with the public interest. 

Over the 20-year period in which the original directive implementing the Buy- 
American Act was in effect, many changes took place in the world situation and 
procurement practices and policies leading to departure from the 25-percent 
differential rule. The result was lack of uniformity among the executive agen- 
cies in the application of the Buy-American Act. Because of its increasingly 
evident inconsistency with national policies aimed at achieving utmost economy 
in government operations, at reestablishing trade with other countries at a high 
level through the reduction or elimination of discriminations and restrictions, 
at reducing the dependence of other countries on the United States for aid, and 
at building strong mutual defense relationships, the buy-American policy and 
its application were re-examined. 

In his March 30, 1954, message to the Congress on foreign economic policy, 
the President asked for repeal of the Buy-American Act with respect to countries 
not discriminating against United States producers. The President also ex- 
pressed the view that, except for cases where considerations of national security, 
unemployment, and encouragement of small business require otherwise, it is 
improper policy, unbusinesslike procedure, and unfair to the taxpayer for the 
Govenrment to pay a premium on its purchases. In accordance with this an- 
nounced policy, the President issued on December 17, 1954, an Executive order 
(No. 10582) providing for a differential of 6 percent for the domestic producer 
with exceptions for national security, areas of substantial unemployment, and 
small business. 

The responsibility for carrying out the provisions of the law as implemented 
by the 1954 Executive order lies, in the first instance, with the procuring 
agencies. Each agency has issued directives to its procurement officers covering 
the application of the law and the Executive order. Most agencies have also 
worked out internal procedures for dealing with unusual cases arising under 
the Executive order or the agency directive to procurement officers. 

Some of the questions arising under the exceptions contained in section 3 of 
the Executive Order No. 10582—for small business, unemployment, and national 
security—have been handled on an interdepartmental basis. The small-business 
exception has apparently been handled satisfactorily by each procurement 
agency. However, differing interpretations of the exception for domestic bid- 
ders in areas of substantial unemployment developed among the procurement 
agencies and a clarification involving an additional 6-percent differential was 
worked out. Shortly after the issuance of the Executive order the President 
designated the Director of the Office of Defense Mobilization as the officer of 
the Government responsible for furnishing advice to executive agencies with 
respect to the national security exception contained in the order. In discharg- 
ing the responsibilities delegated by the President, the Director of the ODM 
has consulted with other interested agencies through the mechanism of inter- 
departmental committees. 

In discharging its responsibilities in the field of foreign relations, the Depart- 
ment of State frequently receives inquiries and representations from foreign 
governments regarding the operation of the Buy American Act and Executive 
Order No. 10582. Depending on whether these problems relate to a single agency 
or to Government procurement generally, the matter is brought to the attention 
of the agency involved or the Bureau of the Budget. 


This completes, Mr. Chairman, what I have to say with respect to 
the participation of the State Department in the administration of 
the trade agreements program and our foreign trade policy generally. 

83979—56—pt. 2——35 
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I will be glad to respond to questions within the limits of my com- 
petence. 

Mr. Harrison. We certainly thank you, Mr. Corse, for your we, 

It is your usual very informative statement, and if you will be kind 
enough to come back at about 2: 15 we will complete with you. 

I would like to say that it seems rather obvious that we will not be 
able to finish all these witnesses today, but we hope to get through 
with 3 or 4 more. The members of the committee staff would like to 
talk to some of the witnesses about some other date when it might 
be possible for them to come back. 

The committee will now stand in recess until 2:15 this afternoon. 

(Whereupon, at 12:30 p. m., the committee recessed, to reconvene 
at 2: 15 p. m. of the same day.) 


AFTERNOON SESSION 


(The committee met at 2:15 p. m., pursuant to recess.) 

Mr. Harrison. The committee will please come to order. All right, 
Mr. Martin. 

Mr. Martin. Mr. Corse, do you think the escape-clause legislation 
as presently worded is appropriate ¢ 

Mr. Corse. Mr. Martin, I do not believe that I could answer that 
question. That is one question which, if I did have any views on, I 
would be permitted to make an answer to only after clearance within 
my Department and probably consultation with other interested 
agencies. 

As you know, Government policy in this matter is something that 
does not develop as the result of any one individual. A governmental 
position is generally one that has been fully considered, and, in some 
cases, depending on its importance, it may be pronounced by the Presi- 
dent. Ido khan any views to offer at this time. 

Mr. Harrtson. It is requested that the views of the Department of 
State be placed in the record after they have been ascertained. The 
committee has notified the Department of these hearings, and the 
Department certainly must be cognizant of the criticism of the existing 
situation. We feel that we are entitled to have a recommendation 
from the Department in this respect and to have its cooperation, and 
that is requested. 

Mr. Corse. May I just say that the escape clause, as presently 
worded, was accepted by the administration, I think it is fair to say, 
during the consideration of the Trade Agreements Extension Act 
of 1955. 

Mr. Harrison. They accepted it in the Senate, but when we con- 
sidered those amendments, the Department opposed any changes in 
the act as amendments. 

Mr. Corse. I do not know whether you could say that it opposed all 
of the suggestions made in the Senate. The administration did finally 
accept the escape clause as worded. 

Mr. Harrison. But as to every suggestion for a change when the 
matter was before this committee, the State Department took a posi- 
tion of opposition to every specific proposal made; is not that correct ? 

Mr. Corse. I think my own Department and the administration 
opposed some suggestions which were made for changes in the bill 
while it was being considered by the House. I would have to refresh 
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my memory as to whether the suggestions that might have been put 
forward in the House were anal four square with the suggestions 
or amendments later made in the Senate and which were accepted by 
the administration. 

Mr. Harrison. If you refresh your recollection, see if you do not 
find that every — change in the escape clause suggested in the 
House committee, the Department was opposed to, and some were of 
considerable less significance than those ultimately accepted by the 
Department in the Senate. For that reason, this committee would be 
particularly grateful to have the Department’s views on this question 
which we regard as of considerable importance in framing legislation. 

Mr. E. Martin. Would it be feasible to reduce the time within 
which the President must act following Tariff Commission action in 
escape-clause proceedings, from 60 to 30 days? 

Mr. Corse. Here, again, I can only give you the considerations that 
would have to be taken account of in deciding whether this reduction 
would be feasible. The main issue would be whether 60 days or 30 
days would be long enough for the President to get considered views 
from the various agencies that he asks for advice. 

I would say that another consideration would be whether this would 
be considered sufficient time for us to carry on such consultations as 
are possible with other interested governments, which I think is one 
of the important features of our trade policy, namely, that generally 
when we get into any trade problem that involves another country— 
or where they have one that involves our interest—that we provide 
for an opportunity for reasonable consultation. I just do not know 
whether 30 days would be adequate to carry out such consultations. In 
fact, the President has sometimes, even at the end of 60 days, indi- 
cated that he was not prepared to take action. So, in some cases, 60 
days was not sufficient. 

Mr. FE. Martin. Should the President have the authority to review 
7 Commission findings of injury, or who should have the final 
word 

Mr. Corse. Well, I think it is fair to say that the law, if I understand 
it, is that the President should have complete discretion, which, I 
would assume, would mean if he wished to review findings of injury, 
he could do so. 

Mr. E. Martin. If you think that the President should have com- 
plete discretion, of what use is the Tariff Commission’s report ? 

Mr. Corse. Well, I think the Tariff Commission report is a very 
valuable report in the sense that the President is given the advice of 
six officials who are experts in their field. He has the benefit of the 
facts as found and tabulated by the Tariff Commission staff on im- 
ports, exports, production, and profits, and any other data that they 
might be able to assemble. He also has the benefit of the opinion of 
some or all of the Commissioners, why they believe that serious injury 
has occurred or is threatened. 

Mr. E. Martin. Should the Tariff Commission consider and report 
on all features of the situation in escape clause proceedings, ledlaaite 
those outside the scope of its present instructions? 

Mr. Corse. I have heard both sides of this question argued. I do 
not know which side I would be on personally. For example, I have 
heard the escape-clause operation as provided for in the law criticized 
from the point of view that the approach is too narrow, that there is 








1092 CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 





merely a determination as to whether serious injury is being threatened 
or caused, and that no consideration is given to other features of the 
situation, such as the possible impact of restrictive action on our ex- 
ports. For instance, if restrictive action is taken, the ultimate out- 
come might be the withdrawal of some tariff concessions that we had 
gotten from some other interested countries. The Tariff Commission 
has no responsibility to consider other aspects or to give consideration 
to the possible impact of restrictive action on the users of the product. 

On the other hand, I think there have been some people who have 
indicated that it would be inappropriate for the Tariff Commission to 
report on all features of the situation, that they just would not be 
competent to judge the security aspects of a certain action, to use one 
example. I think it is a matter of opinion as to whether the Tariff 
Commission would be competent to give considered judgment on 
these aspects, or whether it is better to depend, as I think happens now, 
on the appropriate executive agency giving such views and advice. 

Mr. E. Martin. When your Department advises the President about 
escape-clause recommendations of the Tariff Commission, does it con- 
fine itself to any particular scope, or does it consider that any of what 
it thinks are relevant factors are appropriate matters upon which to 
advise the President, including the question of whether the industry 
has been seriously injured ? 

Mr. Corse. There is no set pattern. Insofar as there is any pattern, 
we do advise the President of what the international repercussions of 
the action, if taken, might be. We also, where appropriate, evaluate 
any views that we may have received from foreign countries in regard 
to the proposed action, so far as their interest in the situation might 
be concerned. These views would vary from case to case, depending 
on what the situation was. 

I think that we would be remiss in our duty if we had some infor- 
mation which even might be on the serious injury aspect of the matter, 
if we did not make that information known to the President. 

Mr. Harrison. Even though you did not make it known to the 
Tariff Commission ? 

Mr. Corse. Well, this is an aspect of the matter in which I can only 
go by hearsay. It is my impression that the report that the President 
receives from the Tariff Commission is not necessarily the complete 
staff study. 

Now, we do not have access to that staff study, according to my im- 
pression. It might be that in some cases we do not have those facts 
at the time the Tariff Commission is making its investigation. If we 
do have, we try to make them known. We do not appear formally be- 
fore the Tariff Commission, but insofar as we get reports from the 
field, either commercial reports or other reports, these are generally 
distributed to the Tariff Comission and they do have access to them. 

Mr. Harrison. Of course, when you give evidence to the President 
which you have not given to the Tariff Commission, interested Ameri- 
can industry has no opportunity to reply to it. 

Mr. Corss. That is another criticism which has been raised. I am 
not just sure what the validity of itis. A fact is a fact. 

Mr. Harrison. It may be a fact, but in this field so much is technical 
and so much depends on the use of statistics. You see, if you give 
the President the views of other interested countries, and then you 
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give the evidence, the effects of these views might affect American 
industry which they have no opportunity to answer. 

Mr. Corse. I would not say that in many cases we do have addi- 
tional information, but if we did have information which we thought 
may not have been in the report the President gets from the Tariff 
Commission, or if it was not adequate, I think we would be remiss in 
our responsibilities to the President if we did not so report. 

Mr. E. Martin. Then, as I understand it, you think it is quite com- 
petent for the State Department to advise the President contrary to 
the Tariff Commission’s finding of injury? 

Mr. Corser. I can only say that I think we would be remiss if we 
had some information and did not furnish it to him. 

Mr. E. Martin. I am not criticizing that, of course, I am just try- 
ing to get the answer straight. The answer is “Yes” or “No”? 

Mr. Corse. Yes. 

Mr. E. Martin. It is competent in your view to advise the Presi- 
dent contrary to the Tariff Commission’s finding of injury, and there 
is serious doubt whether it is competent for the Tariff Commission to 
advise the President regarding a national security matter; is that your 
position ? 

Mr. Corse. If you want a yes or no answer, I suppose the answer 
is “Yes.” 

Mr. E. Marttn. If you want to explain, it is your privilege, surely. 

Mr. Corse. Well, the explanation, I think, is a very simple one, 
and that is that the President does have the responsibility to judge 
all of the issues and weigh them and then decide what, on talent: 
is the best thing to be done from the broadest point of view. 

The Tariff Commission, I might say, is looking to the question of 
the serious injury in a detailed manner, and their judgment prevails 
in a lot of cases, but if there were some additional facts, something 
which developed after the report was made, something that may 
have been obtained from a foreign government which was not avail- 
able at the time the Tariff Commission was considering the matter, 
why, I say we would certainly feel it necessary to bring these facts to 
the President’s attention. 

Whether these additional facts are enough to offset the finding of 
serious injury, is a matter of judgment, but it might be an additional 
consideration in the matter. 

Mr. E. Martin. Mr. Corse, is it your view, and I do not mean your 
personal view, but the State Department’s view, and, incidentally, 
Mr. Corse, may we assume that whenever the Department’s position 
officially is at variance with what you give in your personal appear- 
ance here, that in the Department’s subsequent submission for the 
record, you will make that clear? 

Mr. Corse. I would hope that I would not say anything which 
was out of line with the Department’s position. 

Mr. E. Marttn. So would we. But in the event the Department 
should saw the limb off behind you, will you make that clear in the 
record? Is it the official view that the President’s authority to in- 
crease tariffs on trade agreement items in the escape clause is the 
same as under section 350 (a) of the tariff act? 

Mr. Corsr. Yes. He also may withdraw the concession completely. 











1094 CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 


Mr. E. Martin. That, of course, is a considerable limitation on the 
power that the President had under the original act of 1934. I won- 
der if you think that that limitation will lead in the direction of 
quotas ? 

Mr. Corse. I donot know. About the only answer that I could make 
with certainty is that it seemed to have led the Tariff Commission to 
make several recommendations for quota action. I believe I am cor- 
rect in saying that the President has rejected those recommendations 
except that he did agree to the imposition of a tariff quota in the case 
of alsike clover. 

Mr. E. Martin. I am only talking about absolute quotas here, Mr. 
orse. 

Mr. Corse. Under the present situation, I think it depends on the 
views of the President as to the desirability of using absolute quotas. 
Mr. Chairman, during the hearings various suggestions have been 
made regarding the use of import quotas. I should like to submit for 
the information of the committee a paper on import quotas prepared 
in the Department. 

(The information referred to follows :) 


IMPORT QUOTAS 


The general use of quantitative import restrictions has long been opposed by 
the United States as an instrument of commercial policy and this opposition 
has been reaffirmed by the President on two occasions. The first statement was 
made on November 20, 1954, in connection with the Tariff Commission report 
of its escape-clause investigation on spring clothespins. The President noted 
the detrimental effect of quantitative limitations imposed by various foreign 
countries on United States exports and said: “Even if some restrictive action 
were warranted in this case, I should be particularly hesitant to impose an 
absolute quota on imports in a case of this kind. * * * Only in exceptional 
situations has the United States resorted to controlling imports by absolute 
quotas, as in the case of a few farm products where a supported price in the 
American market was attracting an excessive quantity of imports.” In his press 
eonference on February 8, 1956, the President reiterated his opposition in the 
following words: “I have always been against quotas. I think quotas are a 
very bad way to handle our foreign trade if we can get out of it. I realize in 
a few products we haven't, but I don’t believe in them.” 

There are many reasons why the general use of import quotas is undesirable. 
In the first place, quantitative import restrictions are basically inconsistent with 
the principles underlying our dynamic free-enterprise economy and with efforts 
to expand international trade. They introduce an element of inflexibility which 
tends to stifle competition and to interfere with the efficient utilization of re- 
sources. A quota intended to guarantee protection for a domestic industry may 
actually lead to the further decline of that industry by inciting consumer 
resistance to high domestic prices and encouraging the development of substi- 
tutes. The use of import quotas leads increasingly to governmental inter- 
vention; decisions by governmental agencies replace individual private business 
judgments. The institution of an import quota system ofter entails compli- 
eated administrative machinery. The administration of such a complex 
mechanism inevitably results in inequities. Internationally, the use of quotas 
invites retaliation resulting in international friction, in a reduction of world 
trade, and in adverse effects on the economies and living standards of all coun- 
tries. For these reasons, the United States has followed the general policy of 
not resorting to quotas to control imports. 

It is true that import quotas have been applied by the United States to certain 
agricultural products. However, a special situation prevails in this area. We 
have legislation which places a floor under the prices of farm commodities and, in 
some cases, imposes a limit on the quantity of a commodity that may be produced 
or marketed in the normal trade channels. This has resulted in prices for some 
products being substantially above world prices. Since these high prices have 
attracted extra imports which would not normally be competitive in our domestic 
market, it has been found necessary to put an absolute limitation on imports in 
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some cases to protect our farm programs. If such action were not taken, our 
marketing programs would be adversely affected or domestically produced com- 
modities would have to be purchased and stored at great expense to the tax- 
payer. One of the objectives of our present farm policy is to remove the circum- 
stances which made it necessary to impose restrictions on domestic production 
and imports. 

At the same time the United States has sought to avoid the use of quotas at 
home, it has urged other countries to remove their quantitative import restrictions. 
Such restrictions have adversely affected world trade and have been particularly 
harmful to our export trade. The major trading nations of the world agreed in 
the General Agreement on Tariffs and Trade to a general prohibition on quantita- 
tive restrictions. An exception had to be made for the temporary use of quotas to 
safeguard external financial stability. However, these restrictions must be 
eliminated as the balance-of-payments situation improves. There has, in fact, 
been a substantial dismantling of such quota systems in recent years, and we 
expect further progress in this direction. 

Given our dominant economic position in the world today, any resort to the 
use of quotas outside the agricultural sector by the United States would lead toa 
reversal of the worldwide trend toward the elimination of quantitative restric- 
tions. This resurgence of restrictions would be contrary to our national interest. 
The ensuing contraction of world trade would endanger our domestic prosperity 
and would undermine efforts to develop economic strength and improve living 
standards in the free countries of the world. 

Mr. E. Martin. Should there be the same kind of application, initia- 
tion, hearing, and report, and disposition for import restrictions in 
escape-clause proceedings, section 22 of the Agricultural Adjustment 
Act, antidumping proceedings, section 303 proceedings, and national 
security amendment proceedings ? 

_Mr. Corse. May I ask for a clarification? When you say the same 
kind, you mean identical ? 

_Mr. E. Martin. No; there may be differences required by different 
circumstances, but should we have some concept of what procedures 
are proper, namely, notice of application, making it available for pub- 
lic inspection, notice of public hearing, report with an indication of the 
reasons for the action and formally publishing the result whether or 
not a Presidential proclamation is doing it. 

Mr. Corse. The only answer that I am prepared to make is that I am 
a firm believer that the Government should by some procedure assemble 
all the facts involved in the case and have the maximum of informa- 
tion before it takes the type of action which you have indicated here. 
When it receives such information is another problem, but certainly 
someplace along the line I would feel very strongly that the Govern- 
ment should have all of the facts so that a decision can be made in the 
light of the maximum amount of information. 

Mr. E. Martin. You say they should have all the facts. How do 
they get those facts if there is no notice of the pendency of the pro- 
ceeding? Does your answer imply that there should be notice of that 
pendency and an opportunity to appear? 

Mr. Corse. It is my impression, and I could be wrong because I am 
not an expert in all of these activities, that public information is ob- 
tained at some stage. In the case of escape-clause proceedings, a pub- 
lic notice is issued at the time the Tariff Commission accepts an appli- 
cation announcing that an investigation has been instituted and mak- 
ing provision for people to file written information and to appear at 
public hearings. 

In the case of section 22 at a certain stage—if my memory is ac- 
curate—namely after the Secretary of Agriculture has reported to 
the President that he believes there is interference with the domestic 
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program and the President agrees, at least on a preliminary basis, that 
there is sufficient evidence for such belief and that the Tariff Com- 
mission should be instructed to institute a formal investigation to 
determine the facts, then the Tariff Commission institutes such an 
investigation, makes a public announcement, entertains briefs, and 
holds public hearings. 

In the antidumping proceeding my recollection is a little ha 
there, but I believe that certainly in the determination by the Tari 
Commission as to whether there is injury the Commission issues a 
public announcement and holds public, hearings. 

I cannot speak to the section 303 proceedings. 

The national security amendment is one of the newer provisions of 
the trade-agreements legislation and I do know of a recent hearing 
that they had after an announcement. I think, probably, the pro- 
cedure of the Office of Defense Mobilization is in the process of de- 
velopment. I am not familiar as to just when they do make the pub- 
lic announcement and hold public hearings. 

Mr. E. Martin. Well, do I take it that your answer is “yes,” or that 
we already have them, or just what is the answer? 

Mr. Corsr. Well, except for section 303 proceedings with which I 
am not familiar, we do have provision to assemble information from 
interested persons. . 

Mr. FE. Marrry. Which you think is satisfactory ? 

Mr. Corse. I would not want to comment on that. 

Mr. E. Martin. Well, that was my question. 

Should we have the same general kind of notice and opportunity to 
present views and report as to the disposition of the case ? 

Mr. Corse. Well, I think my answer was that we do give notice, 
= whether it is the right kind or not, I would not want to comment at 
this time. 

Mr. E. Marrrn. Well, are there adequate procedures whereby the 
views, suggestions, complaints, and so forth of American industry and 
American businessmen can be expressed on the treatment accorded 
their exports, and whereby prompt, reliable, and adequate answers 
can be obtained by them ? 

The rice millers’ representative appeared before us the other day 
and related that the Cubans had violated several provisions of their 
commitments in GATT, and although the State Department had 
agreed that there had been a violation and had asked the Cubans to 
correct the situation, that nothing had been done, and they raised 
a question of whether we needed to fix some responsibility in the 
Government not only for handling these matters, but for rendering 
some kind of a report on them. 

Mr. Corse. I would answer the question in this way: 

So far as trade-agreement negotiations are concerned, the public 
notice that is put out asks people interested in the export side of the 
negotiations to present their views as to concessions that we should 
try to get in our negotiations, and states those views can be either 
expressed in writing or people who are interested in that aspect can 
a at the public hearings. 

So far as problems that may arise in the administration of an agree- 
ment, I do not think there is any formal interdepartmental ma- 
chinery in existence. 
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What happens in those cases—and I am sure it happened in the 
case of the rice millers—they notified the Department of State and the 
Department of Agriculture, that there was a type of control on imports 
of rice into Cuba which seemed to be in violation of the terms of 
Cuba’s commitment under the General Agreement. 

As you indicated, the Department of State agreed that it looked as 
though there was some violation and we took the matter up with the 
Cubans. I do not think the matter has been settled. 

There are various things that can be done in a case such as this, and 
it becomes a matter of judgment as to how far you carry a complaint. 

Now, one of the issues, as I understand it in that latest situation, is 
whether there may be a substantial curtailment of exports of rice to 
Cuba this year because of an additional control imposed by the 
Cubans. I do not think we are in a position to know yet. 

I have the impression that our rice exports are being maintained 
at at least the level of last year, but I could be mistaken. 

Now, if the situation is considered serious enough, we can, as we 
have in the past in the cases of other countries, take the matter up at a 
session of the Contracting Parties, and in extreme cases, if we wish to 
do it, we could get permission from the Contracting Parties to with- 
draw some of our concessions. 

In dealing with other countries, I think we must appreciate that 
representations we make are not the sole determining factor in what- 
ever action they might take. In the same way if we do something 
that other countries may not like, their representations are not the 
sole determining factor either. 

So, a satisfactory solution is not something which you can guar- 
antee. 

Mr. E. Martin. Mr. Corse, have you any idea how long this rice 
argument has been going on; that is, the charge that Cuba has vio- 
Jated her GATT obligations on rice? I do not ask for the hour of the 
day or even the day of the week, but an idea of the year might be 
appropriate, and to avoid any entrapment, the rice millers’ repre- 
sentative said it started right after GATT was made effective. 

Mr. Corse. Well, I know that while the details of the situation 
have varied, rice has been practically a continuing problem between 
us and the Cubans, and I would not be surprised if it commenced 
soon after the agreement was formulated. 

At one time, if I may say so, we even renegotiated the Cuban rice 
concession because the Cubans insisted they just could not live with 
the type of concession which they originally granted. We renego- 
tiated and they set up a different type of control. 

Mr. E. Martin. About when was that? 

Mr. Corsr. Let me think. 

Mr. E. Martin. Was it about 1950? 

Mr. Corse. I would say maybe somewhere around 1952. 

Mr. FE. Martin. Have the Cubans lived with that renegotiated 
agreement ? 

Mr. Corse. In part. 

Mr. E. Martrn. Have they violated the renegotiated agreement? 

Mr. Corsr. In part. I think we feel that their present action is 
a — They have some problems with regard to the rice situation 
in Cuba. 
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Mr. E. Martin. Then, the violations of the agreement have been 
going on for 8 years, give or take a little bit of time one way or the 
other, and the best answer which you can give to my question is that 
the matter is not yet settled. 

For your recollection, my question is: Do we need some regularized 
procedure ? 

Mr. Corse. Well, I would not know the kind of regularized pro- 
cedure you could develop which would persuade a sovereign govern- 
ment that they should in every instance do exactly what the United 
States said they should do. 

Now, of course, as I said, we have the right of recourse to the Con- 
tracting Parties to the General Agreement. In addition, over the 
years we have been able to get some modifications in Cuban controls. 
I think one of the difficulties is that when you get a modification in one 
aspect of the problem, why, difficulties creep out in another place. 

Mr. E. Martin. I am not sure it would be possible to expect a 
satisfactory international solution, but I think we could hope to reach 
some arrangement whereby our citizens would be able to find out where 
they stood. 

Mr. Corse. Well, on that, I am surprised that the rice people do 
not know what the situation is. My impression is that they have 
been told what the situation is. 

Mr. E. Martin. Have you had an opportunity to read the state- 
ment which they submitted to the committee. 

Mr. Corse. I have not, sir. 

Mr. E. Martrn. For the benefit of the other Government people, 
I think the committee would like to have their opinions on the ques- 
tions which we have been asking Mr. Corse, because we might be able 
to save several times 35 minutes if there could be general agreement 
with Mr. Corse, or at least with certain exceptions. 

They will have an opportunity anyway to incorporate such of Mr. 
Corse’s answers as they wanted to do. 

On page 5 of your statement this morning, Mr. Corse, you say if 
the President fails to observe the Tariff Commission’s report on peril 
point, he would advise the Congress of hisreasons. = = 

The other day a witness gave me the impression that in rejecting the 
peril point finding on violins and tungsten compounds the President’s 
reason amounted to the fact that he did not find it convenient to abide 
by the peril point. 

Now, that may have been a cruel interpretation, and it is my im- 
pression and does not purport to be the witness’ wording, but could 
you briefly give us an idea of the President’s reason for rejecting those 
peril points? I do not mean by reading the whole press release which 
you have there. 

Mr. Corse. Well, I was just going to say that on June 7 the Presi- 
dent did report to the Congress that he had not negotiated the recom- 
mended increases in the existing rates of duty on two of the three, I 
believe, items. 

Mr. E. Marttn. Can we put the press release in the record at this 

oint ? 
7 Mr. Corse. I would be glad to. 

Mr. E. Martin. You can read us those two lines which came the 
closest to giving the reason. 
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Mr. Corse. Well, the pertinent part of it says, after talking about the 
two cases where we did negotiate increased rates, as follows: 


In the other two cases—certain tungsten alloys and violins and violas—in 
which the Tariff Commission reported that increases in existing rates of duty 
were required, it was found that the advantages of negotiating the increases 
would have been outweighed by attendant disadvantages which made it un- 
desirable to accomplish the increases by this means. 


Mr. E. Marrtn. So, that it was found not desirable? 

Mr. Corse. No, sir; that the advantages of negotiating the increases 
would have been outweighed by the actual disadvantages and then the 
President’s message goes on to say that— 


in the case of tungsten alloys, only one group was listed for negotiation while 
others, including ferrotungsten, the most important in terms of imports, was 
not listed. 

Increasing the duty on the listed alloys would thus have unduly complicated our 
tariff structure without adequate economic justification. 


Then it goes on to say that this does not bar domestic producers from 
making application under section 7 of the Trade Agreements Ex- 
tension Act of 1951. ; 

Mr. E. Martin. On page 7 with reference to the questions about the 
United States negotiators not having been good enough bargainers, 
you say that these complaints were made by people who have not 
been present during the negotiations, which I have no reason to ques- 
tion your judgment on, but I wonder if having such people present 
at the negotiations might not only minimize such complaints, but might 
give better bargains. 

Do you have any views on that? 

Mr. Corse. It depends on which persons. 

Mr. Harrison. At this point in the record we will insert the balance 
of the press release to which Mr. Corse has referred. 

(A copy of the release is as follows:) 


THE WHITE House 


To the Congress of the United States: 


This message is submitted pursuant to the provisions of section 4 of the Trade 
Agreements Extension Act of 1951, as amended. 

Under the authority of the trade-agreements legislation, the United States 
entered into a trade agreement at Geneva, Switzerland, on May 23, 1956, with 
other contracting parties to the General Agreement on Tariffs and Trade. A 
copy of that agreement is submitted herewith. The United States received tariff 
concessions from other countries on various products exported by the United 
States in return for tariff concessions by the United States. 

On two products the United States by separate action negotiated increases in 
the existing rates of duty. In one case, involving certain fur-felt hat bodies, a 
court decision had in effect nullified tariff increases which were proclaimed a 
few years ago as the result of an escape-clause investigation. In its peril-point 
investigation on these hat bodies, the Tariff Commission found that the lower 
rates resulting from the court decision should be increased. The negotiated in- 
creases raise the rates of duty to the peril points found by the Tariff Commission, 
and in general restore the rates which had been applicable under the escape- 
clause proclamation prior to the court decision. In the other case, involving 
liquid sugar, there had been no peril-point finding that an increase was necessary : 
the objective was to equalize the rates applicable to dry and liquid sugar. 

In the other two cases—certain tungsten alloys and violins and violas—in 
which the Tariff Commission reported that increases in existing rates of duty 
were required, it was found that the advantages of negotiating the increases 
would have been outweighed by attendant disadvantages which made it undesir- 
able to accomplish the increases by this means. Also, in the case of tungsten 
alloys, only one group was listed for negotiation while others, including ferro- 
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tungsten, the most important in terms of imports, was not listed. Increasing 
the duty on the listed alloys would thus have unduly complicated our tariff 
structure without adequate economic justification. For these reasons, increased 
rates on tungsten alloys and violins and violas were not included in the trade 
agreement. These considerations would not be a bar to applications by domestic 
producers of these products for escape-clause action under the provisions of 
section 7 of the Trade Agreements Extension Act of 1951. 


Dwicut D. EISENHOWER. 

THE WHITE HouskE, June 7, 1956. 

Mr. E. Martin. You mean if you can pick the persons it is all right 
for them to be there ? 

Mr. Corsr. Well, I would say that if the persons involved were 
industry representatives in the sense they were all members of an 
industry association, or members of individual firms, that you have 
some problems on your hands. 

The negotiations have to take place from the broadest point of 
view. We do try to provide opportunity for these people to give us 
the maximum amount of information where we can without giving 
away our negotiating position, and we sometimes get supplementary 
information from informed industry people on technical details.. 

However, on this point I can only report what I heard one time 
from the president of a concern, and that was this: He said that if 
one of his people went to a tariff negotiation and agreed to a tariff 
reduction on the products produced by that company, that man would 
not have a job any more. 

I think it would be unfair to ask them to take the responsibility 
which would be involved in serving on a delegation. 

Now, we have had, as I indicated in my statement, eight public- 
interest people. At the last session we had Mr. Elliott V. Bell, editor 
and publisher of Business Week; Mr. Stanley Ruttenberg, research 
and education director, American Federation of Labor and Congress 
of Industrial Organizations; Mr. Bryant Essick, president, Essick 
Manufacturing Co., Los Angeles, Calif.; and Mr. Homer L. Brinkley, 
executive vice president, National Council of Farm Cooperatives, and 
they were all given complete information on anything that they wanted 
to learn about the trade-agreements program and tariff negotiations, 
including details about the individual items, within their security 
clearance. 

I do not believe, if my recollection is correct, that they were told 
what the peril points were on any product, since that is information 
which is very closely guarded. In fact, in individual agencies that 
information is kept close, and is very, very carefully held, and is only 
given to people that have to know it in order to discharge their 
responsibilities. 

These men came over to Geneva for 10 days or so just before Easter, 
at a time when the negotiations were about one-half to two-thirds 
completed, and they participated fully in the deliberations, and on 
their return issued the press release which I read from and which 
I inserted in its entirety in the record. 

Mr. E. Martin. What did youcallthem? Public observers? 

Mr. Corsr. This time we called them nongovernmental advisers. 

Mr. E. Martin. Did you have any such observers at the Geneva 
negotiations for the accession of Japan ? 
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Mr. Corse. Yes, sir; I think we did. My memory is bad, but I 
turned in the list I had on it. Could I consult with my colleagues 
about that? I believe Mr. Whittemore and Mr. Flemming were 
present. } 

Mr. E. Martin. Let us slow down a minute, Mr. Corse. 

Is Mr. Whittemore the chairman of the Brown Corp. ? 

Mr. Corse. Yes; I believe he is. 

Mr. E. Martrn. Is this Mr. Flemming connected with the cotton 
business ? . 

Mr. Corse. No; is not he the past president of the American Farm 
Bureau? Iam sorry; it was not Mr. Flemming, but Mr. Kline. 

Mr. E. Martin. Was Mr. Flemming, whom you mentioned, on that 
delegation ? 

Mr. Corsr. I wish I had the information as to all of these details, sir. 

Mr. Harrison. Any of your colleagues may give you such informa- 
tion as you need. 

Mr. Corse. Yes. Mr. Seidman, the A. F. of L. representative, was 
there, as well as Mr. Smith, who is the vice president of the Bank of 
America; Mr. Whittemore; and Mr. Kline. 

Mr. E. Martin. Had any of these nongovernmental advisers ever 
had any connection with the textile business ? 

Mr. Corse. I could not answer that. 

Mr. E. Martin. Well, textiles as a group were the most important 
items that we negotiated with Japan, were they not ? 

Mr. Corse. That is right. 

Mr. E. Marttn. Does the section 22 waiver—you know what I mean 
bythat? Imeanthe GATT waiver? 

Mr. Corse. Yes, sir. 

Mr. E. Martin. Does that include or imply any obligation that the 
United States administration will try to get Congress to repeal sec- 
tion 22? 

Mr. Corsr. No, sir. 

Mr. E. Martrn. In getting the section 22 waiver, did the United 
States agree that all of its import quotas violate GATT ? 

Mr. Corse. No, sir. 

Mr. E. Martin. The United States agreed, did it not, that the cheese 
quotas violated GATT? 

Mr. Corse. I think some of them; yes. Would you mind if I consult 
with my adviser on that? 

Mr. E. Martti. No, sir. 

Mr. Corsr. I am informed that we agreed that the quotas which 
were imposed under section 104 of the Defense Production Act were 
in violation of our commitments in GATT. However, I believe so 
far as the section 22 quotas which replace those quotas under section 
104, that there has never been a determination on those. 

Mr. E. Marttn. Would you undertake to differentiate between those 
= “8 to whether the 104 quotas violated GATT and section 22 
did not’ 

Mr. Corsr. Well, one differentiation is that under section 104 there 


were prohibitions of imports, but I do not believe there are complete 
prohibitions under section 22. 
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Mr. E. Martin. Is the present use of the statutory language in the 
public list the best and most informative way of publishing a list of 
articles for the negotiations? 

Mr. Corse. Well, I am afraid it is the only legal way you can pub- 
lish it. Now, whether you should, as we did one time at a great deal 
of labor, also publish the list in statistical language is another matter. 
I personally would be in favor of it if we had the time to do it, but 
even there, as you may remember, we had to indicate that the statis- 
tical language was not the actual legal list on which the notice 
depended. 

Mr. E. Martin. We have had complains that the public list is not 
intelligible to the ordinary businessman or his lawyer, but what we 
really want to know is can we devise a better way, and I assume that 
a more informative way would be a better way. 

Mr. Corse. I would say this problem is one that goes beyond just 
the public list. I have heard criticisms that our tariff act is so com- 
plicated that persons have trouble finding out what the tariff rate 
might be on an item if they wanted to import. 

Mr. E. Martin. Was that before or after GATT ? 

Mr. Corss. Right from 1930, I would say, and even before that. 
The difficulty is that you are amending the tariff act when you enter 
into a trade agreement. Now, this difficulty is such that sometimes 
only an expert in the product can tell you what items may be in- 
cluded under given tariff language. In fact, it is my impression that 
we have a lot of litigation just because of this aspect of our tariff law. 
These difficulties may be some of the reasons why the Tariff Commis- 
sion has been instructed to see if it can simplify our tariff law, but 
from a legal point of view you have to issue the list in statutory lan- 
guage. 

a Mr. E. Martin. Mr. Corse, do not let the legal point of view hamper 
you too much. After all, Congress made the law, and if there were 
a way of improving it, I think Congress would be sympathetic toward 
improving it. So, do not harp too much on what the legal problem is. 

Mr. Corsr. I think Congress may take steps to simplify it as indi- 
cated by the request it has made of the Tariff Commission for a study 
along those lines. 

Mr. E. Martin. Do I take it, then, that you do not think there is 
any real way to improve the public list system as it is now constituted ? 

Mr. Corse. I would say that either we have to issue the list in statu- 
tory language which is controlling, or I would say that we can do it, as 
we have done in the past, by using statistical language, but that lan- 
guage could not be controlling under the existing situation. 

Mr. E. Martin. I suppose I did not make myself clear a moment 
ago when I said that Congress made that law, and this committee is 
now asking for information as to whether Congress can improve it, 
and as to whether it should be changed. 

Mr. Corse. I am sorry. If you want to change it the way you do, 
you have to change the Tariff Act of 1930. 

Mr. E. Martry. I would not think the Congress would want the 
change just to change it, but my question is, “Can it be improved?” 

Mr. Corse. Can what be improved ? 

Mr. FE. Martin. By changing the law, can the present system or 
method be improved so as to convey to the citizens somewhat more 
comprehensibly the situation than the present method ? 
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Mr. Corse. Well, I feel a little bit hesitant about that in responding 
to your question. I think you yourself know the complications of the 
conversion of statistical language into statutory language, and if some- 
time along the way you state you are amending the Tariff Act, you 
have to have your language in statutory language, and until you—at 
least, so far as I can see at this moment—until you have changed your 
Tariff Act language—— 

Mr. Harrison. He means would you recommend that Congress 
change the tariff law language in the interest of greater satisfaction 
and simplicity ? 

Mr. Corse. Yes, sir. I think we supported the idea that we should 
simplify our customs classification, and as a result of that recommen- 
dation the Congress instructed the Tariff Commission to make a study. 

Mr. E. Martin. Would it be desirable to have the same test; that is, 
avoidance of serious injury for adjusting tariffs on both agreement 
and nonagreement articles # 

You understand, that at the present time under the escape clause we 
have a test of avoidance of serious injury as the basis on which to 
change the tariff on trade-agreement articles, but if an article is not 
covered by a trade agreement and is imported and starts injuring 
American industry, the procedure is rather cumbersome. 

You may also remember that the State Department has successfully 
opposed, on a great many occasions, section 336 as being a limitation on 
the Trade Agreements Act on the ground that it was so cumbersome. 

Mr. Corse. That is not the only ground. 

Mr. E. Martin. Well, that is the principal ground they gave 
publicly. 

My question is: Should we have the same test for all articles, both 
nonagreement as well as agreement articles, in the interest of simpli- 
fying the administration ? 

Mr. Corse. I could not answer that question. 

Mr. E. Martin. Would it be desirable for Congress to establish an 
administrative procedure for suspending tariffs on noncompetitive 
imports? 

Mr. Corse. Would you repeat that question, please. 

Mr. E. Marttn. Would it be desirable for Congress to establish an 
amen procedure for suspending tariffs on noncompetitive 
imports 

Mr. Corse. I could not answer that. 

Mr. Harrison. You mean you are not authorized to answer it? 

Mr. Corse. I would not be able to answer that offhand, sir. That 
is a very complicated question. 

Mr. Harrison. Yes. 

Mr. Corse. It depends on what criteria you would set up for de- 
termination as to when an article is noncompetitive. 

Mr. E. Martin. That was not involved in my question, as to whether 
it could be feasibly done. My question is: Should an effort be made 
to do it, really? It may fall to pieces on the rocks once it gets 
underway. The detail may wreck it. But would it be desirable, if 
feasible, for Congress to doit? That is the question. 

Mr. Corser. I think one of the things you would have to decide 
in deciding whether it was desirable would be whether it was feasible 
or not. 


Mr. E. Martin. Has the Tariff Commission an adequate staff? 
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Mr. Corse. Well, I am not sure so far as their existing staff is 
concerned. I do know in the past the Department has several times 
recommended to the Bureau of the Budget that the staff of the Tariff 
Commission be increased in order to handle the load, since they do 
occupy a crucial position in the whole trade-agreements program. 

Mr. E. Martin. Would it be desirable to substitute injury to the 
national economy for the test of injury to domestic industry in the 
escape clause ? 

Mr. Corsr. Well, I can only say, first and obviously: What do you 
mean by “national interest” ? 

Mr. E. Martin. National economy. 

Mr. Corse. Or “national economy.” That is a concept which is not 
too clear. Let me say it is a concept which I am sure you would find 
various people having differing opinions as to what you meant by that 
concept. 

So far as the administration policy is concerned, I think the answer 
is “No.” The President has indicated, as you know, on H. R. 1, 
that he did not intend to jeopardize any industry. That carries the 
serious industry-injury concept. 

Mr. E. Marrrn. Would it be feasible and desirable to list during 
the pendency of escape-clause cases the articles on which compensatory 
concessions might be required if relief is granted in the pending 
case ? 

Mr. Corse. That suggestion has been made several times. 

Mr. FE. Martin. Good. Then you will have thought it over in 
advance ? 

Mr. Corse. Yes, I have. The problem is what items would you 
list? In the first place, you do not know whether the President. is 
actually going to take the action or not. And if he does take the 
action, what will be the extent of the action. In several cases the 
action he has taken has been somewhat less than that the Tariff Com- 
mission recommended. 

I am not sure that I appreciate just when you might list these items, 
but if it is before the President takes action I think you would run 
into the problem of perhaps listing too little or too much. 

Mr. E. Martin. I think if I may interrupt, that the gentleman who 
proposed this idea must have had in mind a list not only before the 
President takes action, but I had the idea he would have listed them 
about the time of the Tariff Commission hearing. I think the idea 
was to get into the balance the “compensatory injury,” if I may use 
the term, to other American industry as against the injury already 
perhaps being suffered by the complaining industry. 

Mr. Corser. I think that is right. That is my impression, too. I 
would say you would be in a very difficult position to try to determine 
a list of items at that time. 

Mr. E. Marrry. I take it you think it is probably not feasible? 

Mr. Corse. That is right. 

Mr. E. Martin. Therefore, in this case I have no intention of press- 
ing you as to whether it is desirable, since you are clear on that. 

Thank you. 

Mr. Morrison. Mr. Corse, the first and, I think, the only important 
matter to which I would like to call your attention has to do with the 
report which you are going to attempt to have the Department make 
on questions relating to the escape clause. Mr. Martin has already 
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called to your attention that some of the witnesses before this com- 
mittee have stated that in their view it should be injury to the national 
economy rather than injury to narrow segments of domestic produc- 
tion that should be given consideration. ‘And various witnesses have 
implied more or less ; the same thing. For instance, Mr. Eric Johnson 
said that he thought the escape clause should be applied with a great 
deal of reserve and caution. Another witness has said that the pres- 
ent provisions of the escape clause are ridiculous and that the injury 
that should be considered as justification for increased import restric- 
tions should be injury to groups of American workers or to domestic 
production facilities rather than to the production of particular 
goods. 

I think this committee would have its problems illuminated a good 
deal if the question of what is the test that should be applied in these 

cases, the test that would be least prejudicial to the program could be 
developed ; and, secondly, the feasibility of the application of such 
tests in practice. 

A great many witnesses who are not enthusiastic about the program 
have said that, while they are led to believe that there exists within 
the clause the opportunity for their relief, after undertaking expen- 
sive proceedings they obtain no relief. Complainants say they cannot 
find out whether their situations are such that there is reasonable 
likelihood of their getting relief, and therefore of knowing whether 
it is advisable for them to undertake the expense of initiating and 

carrying through a proceeding. 

If the subcommittee could get the views of the State Department— 
and presumably those views would reflect the views of the adminis- 
tration on this matter—it could bring to more definiteness one of 
the very important questions with which not only many of the wit- 
nesses but many of the members of the subcommittee have been 
concerned. 

What I am really asking is whether the report of the Department 
could address itself as directly as possible to these questions. 

Mr. Corser. I will make your request known to the Department. 

Mr. Morrison. Coming more specifically to your statement—on page 
5 you say that the list of items to be considered in negotiations in 
principally a statistical matter to begin with, but the first elimina- 
tion consists of those items on which there was no authority to make 

tariff concessions. You see, it is about the fourth line on page 5. 

Mr. Corse. Those are the ones we did not list. 

Mr. Morrison. But I was wondering what items there is no au- 
thority to make tariff concessions on. 

Mr. Corsr. As you remember, when H. R. 1 was introduced, 
pee a base date, July 1, 1955, from which you would measure your 

15-percent reductions. The base date was changed to January 1, 1955, 
= ing the course of the consideration of this bill by Congress. That 
eant that any reductions which were made in the negotiations then 
going on with Japan, which were more than 15 percent—or if the 
reduction was below 50 percent ad valorem where the existing rate 
was above 50 percent ad valorem—that you had already used up the 
authority to reduce duties and such items would be excluded. 

Mr. Morrison. But you consider the binding of an existing rate : 

a concession ; do you not ? 
83979—56—pt. 2——36 
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Mr. Corse. That is right. 

I think perhaps you have picked us up on a technical inaccuracy 
in the statement. 

Mr. Morrison. I do not think it is important. 

Mr. Corse. It would be technically possible under the situation we 
were faced with to have reduced a duty more than 15 percent in the 
negotiations involving Japan or in the negotiations paying compensa- 
tion to Switzerland for the watch concessions, or where you had 
reduced the rate by 50 percent of the January 1, 1955, level, to rebind 
the reduced rate in the tariff negotiations which were later concluded 
= the Trade Agreements Extension Act of 1955. You could not 
reduce it. 

Mr. Morrison. But the extension of the time period to which the 
commitment would initially relate would itself make it a subject of 
concession. 

Mr. Corsr. It could be a subject of concession. Whether the other 
country would give you much for it would depend on the item and 
whether it really wanted the item in its own right. Technically, it 
would become a country of initial negotiation, which means they do 
not have to prove a substantial interest. 

Mr. Morrison. I did not want to belabor the point. I thought 
perhaps it was unclear as stated. 

Mr. Corse. Yes, sir. 

Mr. Morrison. :In another place in your statement you refer to what 
we get in payment for the concessions we make in these trade-agreement 
negotiations. In the light of the general tenor of the trade-agreements 
program, is that a realistic conception? That is, it is always said that 
trade is a two-way street and our exports in general in the long run 
are limited by our imports and other elements in the balance of pay- 
ments. It would seem to be a corollary of that general proposition 
that foreign countries cannot directly expand our exports except as 
our own trade policy makes a more favorable climate for imports. 

Mr. Corse. ponte say that was true, yes; but on the other hand 
that does not mean you do not get advantages by getting lower tariffs 
on the part of other countries. 

Mr. Morrison. But is not the general quid pro quo really, for the 
trade-agreement concessions being made by us, the general liberaliza- 
tion of trade of all the countries that participate with us in the pro- 
gram, rather than some narrow balancing of epeatiic concessions made 

y us ee specific concessions granted to us # 

Mr. Corse. I would agree, but on the other hand I would also say 
that it is important in that general picture to also have lower trade 
barriers on a reciprocal basis. 

Mr. Morrison. That is all, Mr. Chairman. 

Mr. Harrison. Mr. Corse, I want to express on behalf of this sub- 
committee and its staff appreciation for the cooperation we have re- 
ceived here in our committee work, from Mrs. Tandy and Miss Kirlin. 

Have you read Mr. Strackbein’s testimony before this committee ? 

Mr. Corsz. No, sir. I was in the unfortunate position of having had 
to go back to my home to see my father, so that Fete unable to attend 
the hearings until the day before yesterday. I have not had the chance 
to read his statement. 
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Mr. Harrison. He has in it what seems to be a very penetratin 
analysis of the action of the Executive on the Tariff Commission’s 
recommendations in escape-clause cases. In making that analysis he 
does it in support of his charge that there is no pattern of any justice 
in its decisions ; that the rules in one case which deny relief are turned 
around and the exact opposite rule applied to deny relief in another 
case. 

I would request that the State Department should analyze that state- 
ment and if possible submit an answer to it. 

I would like to ask you this, sir: Is the General Agreement on Tariffs 
and Trade binding on the United States? 

Mr. Corse. Yes, sir. 

Mr. Harrison. By what authority ? 

Mr. Corse. Under the Trade Agreements Act, sir. 

Mr. Harrison. What does the Trade Agreements Act say ? 

Mr. Corsr. The Trade ments Act says that the President under 
the purposes stated in the preamble may enter into a foreign- 
trade agreement with foreign governments and that in so doing he 
may proclaim such modifications of existing duties and other import 
restrictions or such additional import restrictions or such continuing, 
or for such minimum periods, of existing customs or excise treatment 
of any article covered by a foreign-trade agreement; and then it goes 
on to give the limitations on his authority to reduce duties. 

Mr. Harrison. What is the effect of the declaration of policy in a 
number of acts of Congress to the general effect that— 

Nothing in this act shall be construed as approval of GATT or binding the 
United States. 

Mr. Corse. It says “approval or disapproval.” It is, you might 
say, neutral. 

Mr. Harrison. What is the effect of that? Would that indicate a 
legislative intent that GATT would not be binding on the United 
States ? 

Mr. Corse. Well, I can only give you my interpretation of the answer 
which the Secretary of State gave I believe in his 1955 testimony 
before the Senate Finance Committee, in which he said it was not 
necessary for the Congress to approve GATT, that the Congress 
had in effect given the Executive sufficient authority under the Trade 
Agreements Act for the Executive to assume the obligations of the 
agreement. 

In the same way I may say that none of the bilateral agreements, of 
which we had somewhere around 30 before the General Agreement 
came along—we now have, I believe, 8—were ever approved by the 
Congress or disapproved. 

Mr. Harrison. I would like to place in the record at this time an 
exchange of letters between Prof. Irving Kravis of the Department 
of Economics of the University of Pennsylvania and me. I request 
the comment of the State Department as to an amendment of the 
escape clause along the line indicated in this correspondence first 
from the point of view of workability and second from the point of 
view of advisability. 
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(The correspondence is as follows :) 
SEPTEMBER 22, 1956. 
Prof. Irvine Kravis, 
Department of Economics, University of Pennsylvania, 
Philadelphia, Pa. 

Dear Proressor: I have reread your testimony before our subcommittee and 
am impressed with the following taken therefrom: 

“T believe in this case the way that private interests should be reconciled with 
the public interest is to have the Government say to domestic industry ‘O. K., 
you have enjoyed protection for many years; we recognize that while it is in 
the general interest to have more imports that you are accustomed to operating 
under these rules that we have established, we are not going to change them 
arbitrarily. However, we are going to do our best to arrange matters so that 
while you have the present level of the domestic market guaranteed to you, 
assured to you, for the increment in output and consumption which we expect 
to have in a growing economy, you are going to have to put foreign competition 
in the open market.’ 

“Now, one way to do that is to use tariff quotas. * * * 

“I think what we have the obligation to protect is the job of workers and 
the capital of employers ; not the output of specific commodities.” 

Have you any suggestions as to how this objective could be accomplished? 

I note that your recommendation is that it be done by import quotas. The 
language that usually proposes import quotas is that there shall be permitted 
entry either under a certain percentage of the domestic production or that the 
commodities allowed entry in any 1 year should not exceed that of a designated 
earlier year. Either of these formulas would permit expansion of existing do- 
mestie industry which is a result you desire to prevent. In other words, by 
what formula would you obtain the results you desire which is protection of exist- 
ing American production but not the protection of expanded American produc- 
tion? 

Of course, it is also necessary to consider the commitments to GATT. 

In view of the commitments to GATT, is there any formula under the escape 
clause by which your objective could be obtained. For example, the law could 
be made to read that the escape clause would automatically come into operation 
upon the happening of the event; but I would be grateful for any guidance you 
could make as to a practical way to state the formula. 

We are all very grateful to you for your enlightened testimony before the 
committee. 


Sincerely yours, 
Burr P. Harrison. 





UNIVERSITY OF PENNSYLVANIA, 
WuHaArtToN ScHOOL oF FINANCE AND COMMERCE, 
Philadelphia, September 27, 1956. 
Hon. Burr P. HARRISON, 
Congress of the United States, 
House of Representatives, Washington, D. C. 

DEAR REPRESENTATIVE HARRISON: As you state, I believe we should try to re- 
strict protection to the existing level of domestic production and to let open compe- 
tition between domestic and foreign producers determine who wins the increment 
in sales that an expanding economy will bring to most lines of business. 

One way to achieve this objective is to set the tariff quota equal to the expected 
increment in domestic consumption. It is true that the uncertainties concerning 
the future of specific commodities and even whole industries are too great 
to permit reliance upon prediction. However, precise and accurate estimates 
of future consumption of a particular commodity are not necessary in order 
to use the growth criterion. It will suffice to know very approximately what 
direction the future course of consumption of a particular commodity will take. 
If there is reason to believe that consumption will increase, the duty may be 
reduced subject to a tariff quota which will allow entry at the lower duty of 
a larger quantity of imports than had entered in the past. In some instances, 
this may not even result in an increase in imports, for American producers may 
be able to hold foreign sales down despite the duty reduction. If imports do 
increase, they will take up only the increment in business, or, since this incre- 
ment will usually be underestimated for quota-setting purposes, the rise in im- 
ports may actually account for only a part of the increase in the consumption 
of the item. At the very worst, if consumption does not expand and imports 
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increase as a result of the duty reduction, the amount of damage done to 
domestic firms will be limited. Generally, the tariff quota would be set so 
that the quantity of imports permitted at the reduced duty would be only slightly 
or moderately larger than the historical proportion of imports. 

I hope this clarifies my position; if not, please do not hesitate to write me 
again. I generally appreciate your interest and wish to say that it was an 
honor and a pleasure to testify before a committee including such interested 
persons as yourself and Congressman Boggs. 

Sincerely, 
Irvine B. KRAVIS, 
Professor of Economics. 

(The views of the State Department on the above correspondence 
appear on p. 1111.) 

Mr. Harrison. Now, Mr. Corse, everybody in the Committee on 
Ways and Means has the highest respect for you. We recognize in 
you a sincere, hard-working, capable, conscientious career civil-service 
man, the kind whose an too often is not properly appreciated. 
Therefore, any remarks I want to make before the conclusion of your 
testimony I would like to make clear do not apply to you or any of 
your conduct here. There is no reference to you, but it is the policy 
of the Department of State with reference to this committee. 

Before we began these hearings the committee staff informally ad- 
vised the Department of State and other Departments to inform them 
when the hearings would be held, what they were going to be about, 
and we requested the Department to have an observer present to hear 
the testimony of the witnesses, which was offered, and be in a position 
to answer that testimony. Subsequently, we also asked the Depart- 
ment of State in a letter to the Department, to made recommendations 
as to changes that might be made in the law. 

Now, for 2 weeks here every day, we have been hearing the testimony 
of an important and a large cross-section of American industry and 
American labor; railroads, coal, textiles, parts of agriculture, the 
lumber industry and other industries. In many instances, the general 
effect of their testimony boils down to quite a severe indictment of the 
Department of State, almost to a charge of willfully and wrongfully 
selling out American interest for diplomatic reasons and being guilty 
of great favoritism in doing that. That is not my statement and I do 
not want it attributed to me, but it has been the general tenor of the 
testimony that we have had over a period of 2 weeks from a very 
large cross-section of our American economy. I feel, frankly, that it 
is the duty of the Department of State to respond to that criticism. 

Certainly we would not want to apply any rule that silence is assent, 
yet the witness sent here apparently has not read the testimony. We 
have no answers to many questions asked by the staff. There was no 
comment to be made. 

We also asked the Department of State to submit recommendations 
for legislation. "We would like to know whether the Department does 
have any recommendations and if not we would like to know whether 
we should assume that the Department considers that no change is 
necessary. 

We have asked specifically—members of the staff and others—for 
specific recommendations. We feel that we are entitled to the cooper- 
ation of the Department in helping this committee reach proper deci- 
sions as to what if any legislation should be passed. We do that in 
the light of the facts of life; the growing protests against this pro- 
gram and the growing difficulty with it in the Congress, as evidence 
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by the votes in the House and Senate on H. R. 1 and by the fact that 
the proposal for OTC was not even brought up because it obviously 
wish not pass. 

We are very anxious to face up to this situation and see whether or 
not the complaints of industry or a large part of industry are justified, 
and, if so, what should be done about it and whether or not this pro- 
gram can be put upon a basis which will assure its continuation. We 
feel it is the duty of the Department of State to aid us in that and give 
us the benefit of its views. We hope very much the Department will 
do that in the record and if thereafter it is necessary to have one that 
they send us a witness from a policymaking level who will be of some 
help to us. 

hank you. 

Mr. Corsr. May I make one comment, sir? 

Mr. Harrison. Yes. 

Mr. Corse. I would like to say that'so far as any actions that have 
been taken in connection with the trade agreements program are con- 
cerned, the Department of State takes full responsibility, but I would 
also like to say that it is not solely a Department of State determina- 
tion as to what should be done. The actions taken are, in my humble 
judgment, truly interdepartmental. I can tell you from personal 
experience that the Department of State does not always get its way 
in what is the final recommendation. I know what criticisms you 
have spoken about. I have a feeling that some of them are unfair, 
but you would have to take up each one separately and analyze exactly 
what the facts of the situation were, the competitive position, and in 
discussing such matters you would have to make doubly or triply sure 
that what you say is right. In other words, when you speak as a 
Government official you cannot talk off the top of your head, you have 
to be sure of the facts which you may be presenting because they do 
carry “ea weight than what might be said by a nongovernmental 
official. 

I am sorry that I was not able to read some of the testimony. I 
intend to read it. I surely will give—and I am sure the Department 
will give—full consideration to these views. We are constantly con- 
sidering possible changes at the working level, but before those changes 
become administrative policy they have to go through a pretty exhaus- 
tive examination, and obviously ultimately the proper official, whether 
it be an Assistant Secretary of State or an Under Secretary of State 
or the Secretary of State or the President has to decide whether this 
matter becomes administrative policy. 

Mr. Harrison. I do not imagine the President is coming down to 
seeus. I feel that the results of the Department’s legislative program 
in the Congress recently in this field demonstrates that some attention 
must be paid to these charges. I expressly said I did not indicate any 
opinion giving substance to any one or more of them, but they have 
come rolling in here. They have been coming to us individually for 
years. In this hearing they have come in collectively. I do not think 
they can be ignored or ought to be ignored. 

Mr. Corse. I assure you they are not ignored, sir. 

Mr. Harrison. I again ask the helpful cooperation of the Depart- 
ment of State and I again assure you of the genuine respect and ap- 
proval of the members of this committee toward you, sir. 

Mr. Corse. Thank you, sir. 
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Mr. Harrison. Thank you very much, indeed. 
(The following information was submitted for the record :) 


DEPARTMENT OF STATE, 
Washington, October 6, 1956. 
Hon. Hate Boses, 
Chairman, Subcommittee on Customs, Tariffs and Reciprocal Trade Agree- 
ments, Committee on Ways and Means, House of Representatives. 


Dear Mr. Boaes: In the recent hearing before your Subcommittee on Customs, 
Tariffs and Reciprocal Trade Agreements, a request was made of Mr. Corse, 
who testified on behalf of this Department, that a statement be submitted setting 
forth the Department’s position on various suggestions that have been made for 
changes in trade-agreements procedure. 

In response to this request, all of the suggestions and criticisms made during 
the hearings are being examined in detail. If, as a result of this review, it be 
found possible to make comments that might be helpful to the subcommittee, the 
Department will be pleased to submit such comments to you. 

Meantime, while we recognize the importance of exploring ways in which the 
operation of the program might be improved, from the standpoint of better serving 
the national interest in the broadest sense, we have no suggestions for change at 
the present time. Given the interrelationships between different aspects of the 
program, we would hesitate to advance any such suggestions without a complete 
review by the administration of the entire trade-agreements program of the 
kind normally made in connection with submission of an administration legis- 
lative program. 

Sincerely yours, 
HERBERT V. PROCHNOW, 
Deputy Under Secretary for Economic Affairs. 


DEPARTMENT OF STATE, 
Washington, October 23, 1956. 
The Honorable HALE Bogeés, 
House of Representatives. 


Deak Mr. Boaeés: As stated in Mr. Prochnow’s letter of October 6, the Depart- 
ment of State has been reviewing the testimony given at the recent hearings of 
your Subcommittee on Customs, Tariffs, and Reciprocal Trade Agreements. 
This Department, along with other agencies of the executive branch, will be 
undertaking an intensive review of the trade-agreements program in anticipa- 
tion of legislative consideration of the trade-agreements authority. Since our 
examination of the many aspects which will have to be considered is only now 
getting underway, the comments which we have to offer on certain questions 
raised during the hearings are necessarily of a preliminary nature. These com- 
ments are set out in the attached memoranda, one relating to a proposal for the 
general use of tariff quotas in future tariff negotiations, on which Mr. Harrison 
requested our comments, and the other to some of the questions asked by Mr. 
Edward Martin of the subcommittee staff. 

This Department has welcomed the establishment of the Subcommittee on 
Customs, Tariffs, and Reciprocal Trade Agreements and believes that the testi- 
mony presented at the recent hearings and the information obtained during the 
subcommittee’s forthcoming discussions in Western Europe and Japan will be 
most useful. 

Sincerely yours, 
THORSTEN V. KALIJARVI, 
Deputy Assistant Secretary for Economic Affairs. 


PRELIMINARY COMMENTS ON PROPOSAL FOR THE GENERAL USE OF TARIFF QUOTAS 
UNDER THE TRADE-ARGEEMENTS PROGRAM 


During the hearings of the Subcommittee on Customs, Tariffs, and Reciprocal 
Trade Agreements, Professor Kravis suggested that tariff quotas be used in future 
tariff negotiations under the trade-agreements program with a view to carrying 
out tariff reductions in such a way as to assure domestic producers that “the 
present level of the domestic market [would be] guaranteed” to them, while 
“the increment in output and consumption which we expect to have in a growing 
poser would be left to open competition between domestic and foreign 
suppliers. 
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Subsequently there was an exchange of correspondence between Representa- 
tive Harrison and Professor Kravis. In his letter of September 22 to Professor 
Kravis, Representative Harrison remarks that “The language that usually pro- 
poses import quotas is that there should be permitted entry either under a 
certain percentage of the domestic production or that the commodities allowed 
entry in any 1 year should not exceed that of a designated earlier year. Either 
of these formulas would permit expansion of existing domestic industry which 
is a result you desire to prevent. In other words, by what formula would you 
obtain the results you desire which is protection of existing domestic production 
but not the protection of expanded domestic production?” 

In his testimony and letter of September 27, Professor Kravis stated that one 
way to achieve his intended objective would be to “set the tariff quota equal to 
the expected increment in domestic consumption” although elsewhere in his letter 
he suggests that “The duty may be reduced subject to a tariff quota which will 
allow entry at the lower duty of a larger quantity of imports than had entered 
in the past.” Professor Kravis recognizes that expected increments in con- 
sumption might be predictable only as a trend and not with precision or certainty. 

The comments which follow are addressed solely to certain technical and 
administrative aspects of the tariff quota problem and not to the policy question 
as to the desirability of relating protection to existing levels of domestic output. 

« * * * * * * 

It is clear that Professor Kravis is speaking of the use of tariff quotas in future 
tariff negotiations and that he does not contemplate the use of absolute quotas. 
Congressman Harrison's letter, however, appears to refer to absolute quotas. 
Under an absolute quota imports are administratively stopped, or prohibited 
completely, once a stated quantity or value of imports has been entered. There- 
after all international competition ceases. The absolute quota is the severest 
form of trade barrier. Under a tariff quota, which is what Professor Kravis has 
in mind, there is no absolute quantitative limit on the total amount of imports; 
provision is simply made that imports up to a determined quantity will be given 
more favorable treatment—a lowered duty or duty-free treatment; and any 
imports in excess of that quantity will be given less favorable treatment—usu- 
ally the old, higher, rate which prevailed for all imports before the tariff quota 
was established. Accordingly, under a tariff quota, total imports will usually 
continue to fluctuate in response to changes in demand, supply, and foreign and 
domestic costs. They will not ordinarily bear a rigid quantitative relationship 
to the size of the tariff quota, unless the overquota rate is normally prohibitive. 

There is no doubt that the use of tariff quotas as an instrument of trade 
liberalization has on occasion proved a useful device in mitigating the probable 
effects of tariff reduction by limiting the scope of increased international com- 
petition which may flow from a given tariff concession. Under the trade agree- 
ments program tariff quotas have been established for a number of products, 
usually primary commodities, including cattle, cream, butter, potatoes, tuna fish, 
and ground-fish fillets. In the case of manufactured goods the only tariff quota 
so far established by the United States is that with respect to wool fabrics 
recently announced by the President. 

Although the tariff quota has been found to be a desirable method of granting 
trade concessions in special circumstances, there are a number of complex prob- 
lems involved in attempting to apply it to preserve existing levels of domestic 
output but at the same time to allow foreign competition for increases in con- 
sumption. One of the major problems is the determination of the level at which 
the tariff quota should be set to achieve the desired purpose. Professor Kravis 
suggests two possible levels, but it is not clear how his suggestions would prac- 
tically be implemented and what the economic effects of such tariff quotas would 
be. The level of domestic consumption of any commodity is determined by all 
the economic factors operating in the market including the quantity of imports, 
the price of the imported product, the level of domestic production and domestic 
prices of the product in question as well as other competitive products. In addi- 
tion, the effect of a particular tariff quota would vary from product to product 
depending on the practices of importers, supply factors in foreign countries and 
domestic marketing practices. Thus, although the tariff quota contains a quan- 
titative element, its probable effects on the level of imports and domestic output 
under changing conditions of demand do not seem sufficiently predictable to 
warrant its general or automatic use as a device to assure protection to existing 
levels of domestic output while making increments in consumption open to 
imports on a freely competitive basis. 
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In his letter of September 22, Representative Harrison also inquired about the 
possible use of tariff quotas under the escape clause to protect existing levels of 
output. Tariff quotas may be used under the escape clause as a means of pre- 
venting serious injury to domestic industry, where the merits of the particular 
case seem to warrant such action, as an alternative to raising the tariff on the 
whole of the imports of a given commodity. But for the reasons given above, 
their automatic use to prevent injury to preexisting levels of output, as distinct 
from expanded output, would not appear practicable. 

Tariff quotas are sometimes suggested as a means of graduating tariff reduc- 
tions. However a less complicated method of gradual tariff reduction is to 
schedule the reduction over a period of years on a uniform percentage basis, as 
is provided for in the 1955 trade agreements legislation. 

One further observation may be made: The tariff quota is usually a trade- 
liberalization measure rather than a restrictive device such as the absolute quota. 
Yet tariff quotas raise many of the same administrative problems as absolute 
quotas. Since importers can gain a monetary advantage if they can bring goods 
in under the tariff quota, and since the amount that can be so brought in is 
limited, the Government may frequently have to allocate shares of the tariff 
quota among individual importers, on the basis of their past participation in the 
market. If the quota is not allocated, importers with large financial resources 
may be favored. In the course of time, however, an allocated tariff quota often 
leads to unintentional discrimination against the more enterprising importers 
and in favor of the less enterprising and special problems of equity are raised 
for new importers whose businesses have been created after the quota system has 
been established. Similarly, tariff quotas, like absolute quotas, may have to 
be allocated among the foreign countries of supply with similar discriminatory 
effects from the economic point of view. Finally, in the case of the tariff quotas 
so far established by the United States, it has frequently been found necessary 
to allocate tariff quotas by quarterly periods in order to provide more orderly 
competition throughout the year. Thus, if tariff quotas were to be generally 
used by the United States for a large portion of our dutiable imports, including 
many manufacturers, the resulting system of licenses and differential duties 
would greatly complicate our customs administration contrary to the objectives 
of present policy aimed at the simplification of customs formalities and require- 
ments. ri 





PRELIMINARY COMMENTS ON CERTAIN QUESTIONS RAISED DURING THE HEARINGS 
OF THE SUBCOMMITTEE ON CUSTOMS, TARIFFS, AND RECIPROCAL TRADE AGREE- 
MENTS 


Question. Mr. Martin asked whether it would be feasible to reduce from 60 
to 30 days the time within which the President must act following a Tariff 
Commission recommendation for escape clause action. 

Comment. A rigid 30-day limitation would, in many cases, not be sufficient 
to allow the President to obtain the comments of various executive agencies, to 
assess the effects on our relations with other countries, and after gathering all 
this information together, to decide what action to take. The President has not 
delayed his decision unnecessarily and has, in fact, usually acted between 30 
and 60 days after receiving the report. On occasion more than 60 days has been 
required in order that the Tariff Commission or an agency of the executive 
branch might be asked to provide information required by the President but 
not included in the original Tariff Commission report. Accordingly, a reduction 
in the 60-day period now allowed the President would not be warranted. 

Question. Mr. Martin asked whether the President should have the author- 
ity to review Tariff Commission findings of injury, or who should have the final 
word. 

Comment. The President should continue to have authority to review Tariff 
Commission findings of injury and should have the final power of decision. The 
escape clause is an integral and important part of the trade-agreements pro- 
gram for whose administration the President is held responsible under the 
law. It is not believed that the trade-agreements program could be conducted 
effectively or responsibly if the administration of an important segment of the 
program affecting the international trade-agreement commitments of the United 
States were in effect to be removed from the Executive and delegated to an- 
other agency, the Tariff Commission, which is not charged with responsibility 
for the trade-agreements program as a whole. It may be noted, also, that while 
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the concept of serious injury involved in the escape clause requires expert assist- 
ance in investigating and fact finding, the final decision as to whether serious 
injury or the threat of it exists so as to warrant governmental action requires 
judgment of a policymaking rather than of an expert nature. The authority 
of the President to make the final decision in escape clause cases is, moreover, 
consistent with the President’s overall responsibilities in both national and 
international affairs. He is in the best position to receive all the relevant facts 
and views and to make the final decision in the national interest. While the 
Tariff Commission’s report is of great value to the President, he should not be 
limited by the opinion of any agency. 

Question. Mr. Martin asked whether there are adequate procedures whereby 
the views, suggestions, complaints, etc., of American industry and American 
businessmen can be expressed on the treatment accorded their exports or whether 
some regularized procedure is needed. 

Comment. There are channels whereby such views can be expressed. The main 
formal, regularized procedure is through the Committee for Reciprocity Informa- 
tion. In addition to this channel, the agencies of the Government concerned with 
foreign trade matters are always available for an exchange of information con- 
cerning particular trade complaints and for the consideration of views on general 
trade policy matters. The question of additional channels or more regularized 
procedures is a matter of effective public administration and perhaps should be 
given further consideration by the agencies concerned. 

Question. Mr. Martin asked whether the same test, that is, avoidance of serious 
injury, should be applied to the adjustment of tariffs on articles which have not 
been made the subject of a trade agreement concession as is applied to those 
articles which have. 

Comment. This question is understood to mean, should the escape clause be 
amended so as to provide for an administrative procedure to raise tariffs on se- 
rious injury grounds with respect to nonagreement as well as agreement items. 
It is not believed that the test of avoidance of serious injury should be applied to 
nonagreement items. No international tariff commitments have been entered into 
by the United States with respect to these items nor has administrative action 
been taken to alter the conditions of competition originally established by the Con- 
gress. The underlying purpose of the Trade Agreements Act was to authorize the 
carrying forward of a program of trade-barrier reduction, and the escape clause 
was evolved as a means whereby this program could be advanced without causing 
or threatening serious injury to a domestic industry. A casual connection was 
required to exist between trade-agreement concessions, on the one hand, and 
serious injury on the other. To apply the serious injury principle to products 
which have not been made the subject of a concession would appear to remove one 
of the fundamental principles of the escape clause. It may be observed that if 
the test of serious injury were to be applied to nonagreement items with a view 
to raising the rates provided for in the Tariff Act of 1930, then consistency of 
tariff policy would seem to require that the tariff on nonagreement items be re- 
duced wherever serious injury would not be involved. On the whole, the sug- 
gestion implied in Mr. Martin’s question would seem to lead to a tariff policy 
under which the tariff would be adjusted exclusively on the basis of serious in- 
jury irrespective of the height of tariffs, the time which they had been in effect, 
or the relationship of serious injury to international concessions. 

Question. Mr. Martin asked wether it would be desirable for Congress to estab- 
lish an administrative procedure for suspending tariffs on noncompetitive im- 
ports. 

Comment. There would appear to be no objection in principle to the removal 
of tariffs on noncompetitive imports. This is the primary basis for the estab- 
lishment of the free list. However, the difficulty arises in attempting to establish 
a satisfactory and generally acceptable definition of what imports should be 
treated as noncompetitive. The fact that two articles may not be identical does 
not necessarily mean that they are “noncompetitive.” Nor does the fact that two 
articles may serve some common end use—for example, soft drinks and tea—mean 
that they are “competitive.” It may be doubted whether there are a large number 
of cases where there is a tariff on noncompetitive goods, strictly defined. Con- 
gress may encounter substantial difficulty in defining the term “noncompetitive” 
to serve as an adequate basis for administrative determinations. However, the 
idea of removal of tariffs on noncompetitive products may be worthy of further 
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consideration. Another approach to the problem might be for Congress to direct 
the Tariff Commission to examine this problem and to list those items which 
the Commission considers to be noncompetitive and also subject to duty. The 
Congress could then consider legislation to remove the duty on the listed items. 


DEPARTMENT OF STATE 


FOR THE PRESS 
September 27, 1956, No. 509 


UNITED STATES-J APANESE EXCHANGE ON Exports or Corton Goops TO THE 
UNITED STATES 


UNITED STATES NOTE 


The Secretary of State presents his compliments to His Excellency the Am- 
bassador of Japan and has the honor to refer to his note of May 16, 1956, in which 
it is stated that the Government of Japan intends to adopt in 1957 controls on 
exports of cotton goods to the United States similar to those in effect for 1956. 

The United States Government would appreciate receiving from the Govern- 
ment of Japan further information as to plans for future controls. 

DEPARTMENT OF STATE, 

Washington, September 25, 1956. 


JAPANESE NOTE 


The Ambassador of Japan presents his compliments to the honorable the 
Secretary of State and has the honor to reply as detailed in the attached paper, 
to the latter’s note dated September 25, 1956, in which it is stated that the 
United States Government would appreciate receiving from the Government of 
Japan information on plans for future controls relative to the export of cotton 
products to the United States. 

EMBASSY OF JAPAN, 

Washington, September 27, 1956. 


Attachment to Japanese note 


The Japanese cotton textile industry and the appropriate agencies of the 
Japanese Government have now started discussions on the scale and scope of 
export adjustment measures for cotton textiles from Japan to the United States 
for 1957 and subsequent years. 

The purpose of these measures, inaugurated in January 1956, is to effect orderly 
marketing by avoiding excessive concentration in any particular period or on 
any particular item and by continued efforts to achieve broader diversification 
of cotton textile exports. 

With a view to improving the program as far as practicable, the following 
points will be incorporated : 

(1) The initial overall ceiling for Japanese exports of cotton cloth and of 
cotton apparel and other cotton manufactures will be determined by the level 
of trade in 1955. 

(2) Within the overall ceiling mentioned above, individual ceilings will be 
established, in addition to those already in effect, for such items which may tend 
to be exported in excessive concentration, thus causing undue hardship to a 
particular segment of the United States industry. Velveteens and ginghams, 
among other items, will be the subject of special study for further reduction. 

(3) Efforts will be made to distribute exports equally by quarters as far as 
practicable, and as necessary to meet seasonal demands for certain items. 

(4) This program shall be effective for some years, starting from January 1, 
1957, but may be reviewed annually. 

The action now contemplated by Japan is based on the condition that all 
feasible steps will be taken by the United States Government to solve the 
problem of discriminatory State textile legislation and to prevent further 
restrictive action with regard to the importation of Japanese textiles into the 
United States. 
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REPORT TO THE SECRETARY OF STATE BY THE CHAIRMAN OF THE 
UNITED STATES DELEGATION TO THE EIGHTH SESSION OF THE 
CONTRACTING PARTIES TO THE GENERAL AGREEMENT ON TARIFFS 
AND TRADE 


Held at Geneva, Switzerland, September 17 to October 24, 1953 
I. SUMMARY 


The eighth session of the contracting parties to the General Agreement on 
Tariffs and Trade was held in Geneva, Switzerland, from September 17 to Oc- 
tober 24, 1953. The session, attended by all 33 parties to the agreement, was 
concerned with handling problems arising out of the operation of the agreement. 
No general tariff negotiations were conducted in connection with the session. 

Discussions and action during the session were taken against the background 
of reexaminations of commercial policies which had been initiated by the United 
States and most of the other important trading nations. The consideration which 
was given to the desirability of maintaining stability in trade matters pending 
the outcome of these trade policy reviews and the need to handle certain im- 
portant problems with a minimum change in the established rules were reflected 
most clearly in two of the major decisions of the session. 

The first of these decisions concerned a proposal made by Japan for provi- 
sional participation in the General Agreement under which Japan’s commercial 
relations with contracting parties would be regulated by the agreement until 
arrangements could be made for Japanese negotiations for full participation. 
Japan in mid-1952 had applied for accession, but the United States and other 
parties were not read to participate in tariff negotiations, which are a normal 
requirement for accession, and so Japan submitted a modified request for con- 
sideration at the eighth session. The contracting parties decided to permit Japan 
to participate in the sessions and other work of the contracting parties, although 
without formal voting rights, until it could negotiate for accession or until 
June 30, 1955. For those countries which were already willing to enter into 
agreement with Japan to have the rules of the general agreement apply to their 
mutual commercial relations, the contracting parties opened a declaration to 
signature at the end of the session whereby individual contracting parties could 
undertake such a commitment. As part of its obligations, Japan agreed to bind 
against increase with respect to signatories to the declaration over 90 percent of 
its tariff. The United States was among the first to sign the declaration. 

The second major decision to be affected importantly by, if not to result from, 
the assessments of commercial policy which were in progress was the postpone- 
ment for 18 months beyond January 1, 1954, of the date after which certain pro- 
cedures could be invoked for modifying individual tariff concessions. The con- 
tracting parties believed that worldwide tariff stability must be maintained while 
countries were deciding what their trade policies should be. 

Another major matter treated at the session included consultations with a 
number of countries which still find it necessary to maintain import restrictions 
to protect their financial positions. These consultations gave evidence of a sig- 
nificant improvement for many countries. In this regard, the Netherlands an- 
nounced a significant relaxation of its balance-of-payments restrictions, and the 
Union of South Africa announced the abandonment of discrimination in its import 
restrictions. 

A number of trade disputes which had arisen among several contracting parties 
were considered. Several of these disputes were satisfactorily settled; with re- 
spect to others, suggestions were made by the contracting parties as bases for 
settlement among the disputants. 

Looking toward the compeltion of governmental reviews of trade policy, and 
considering that the general agreement had been in operation during 6 years of 
extraordinary developments in the world economy, the contracting parties ar- 
ranged for a review of the operations and of the provisions of the general agree- 
ment in the latter part of 1954. 

The ordinary business of the session also included a review of actions taken 
under waivers previously granted, such as that provided in connection with the 
establishment of the European Coal and Steel Community, and new decisions to 
take care of special situations which have arisen since the general agreement 


1 Highteen contracting parties accepted the declaration by the end of the year. 
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went into effect in January 1948, such as that granted the United Kingdom per- 
mitting it, under close limitations, to depart from the rule binding margins of 
tariff preferences in certain cases where no substantial diversion of trade is likely 
to arise. 

II. BACKGROUND 


The general agreement provides in article XXV that the “Representatives of 
the contracting parties shall meet from time to time for the purpose of giving 
effect to those provisions of this agreement which involve joint action and, 
generally, with a view to facilitating the operation and furthering the objec- 
tives of this agreement.” The eigth session was one in the series of sessions 
which commenced in Havana in March 1948.* 


Ill. AGENDA 


The contracting parties dealt with 44 agenda items, somewhat more than at 
previous sessions. The provisional agenda, which subsequently became the 
agenda of the session with minor additions, had been prepared by the 15-member 
Ad Hoe Committee on Agenda and Intersessional Business at 2 meetings it 
held before the eighth session, 1 in August and another the day before the 
session opened. 

The items of primary interest to the United States concerned a proposal to 
extend the period during which the tariff concessions would retain their present 
stability ; the application of Japan for accession to the agreement; the request 
of the United Kingdom for a limited waiver from obligations under the agree- 
ment, pr.venting it from increasing margins of preference; United States im- 
port restrictions on dairy products and filberts; the suspension of tariff conces- 
sions by the United States on dried figs; United States export subsidies and 
similar measures on raisins, oranges, and almonds; the first report of the six 
countries members of the European Coal and Steel Community on their activi- 
ties authorized by a waiver from certain general-agreement provisions; and 
the consultations held with countries maintaining discriminatory import re- 
strictions for balance-of-payments reasons. 


The agenda of the eighth session, as adopted September 17, 1953, was as 
follows: 


1. Adoption of agenda and order of business 
2. Election of Chairman and Vice Chairman 
3. Article XXVIII 
4. Report by the Working Party on the Reduction of Tariff Levels 
5. Creation of a “Low Tariff Club” 
6. Accéssion of Japan 
7. Balance-of-payment import restrictions 
(a) Consultations under article XIV:1 (g) 
(b) Fourth annual report on discrimination 
(€) Procedures for report and consultations under Article XIV:1 (g) 
in 1954 
(d@) Consultations under article XII: 4 (b) 
. Special exchange agreements 
(a) Report by the Chairman on the operation of the agreements with 
Haiti and Indonesia 
(b) Reports and consultations under article XI of the agreements 
9. Methods of valuation for customs purposes 
10. Nationality of goods 
11. Consular formalities 
12. European Coal and Steel Community 
13. Italian customs treatment for Libyan products 
14. South Africa-Southern Rhodesia Customs Union 
15. Nicaragua-El Salvador free-trade area 
16. United States restriction on dairy products 
17. Brazilian internal taxes 
18. Belgian family allowances 


_? The previous sessions were held as follows: First, Havana. March 1948: second, 
Geneva, August and September 1948; third, Annecy, France, from April to August 1949, 
concurrently with the second round of tariff negotiations (the first round of tariff negotia- 
tions having been held in 1947 at Geneva in connection with the development of the agree- 
ment; fourth, Geneva, February and March 1950; fifth, Torquay, England, November and 
December 1950, during the third round of tariff negotiations: sixth, Geneva, September 
and October 1951; and seventh, Geneva, October and November 1952. 
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19. 
20. 


21. 


22 


23. 
24. 
25. 
26. 
27. 
28. 
29. 
30. 
31. 
32. 
33. 
34. 
35. 
36. 
37. 
38. 
39. 


40. 
41. 
42. 
43. 
44, 


German treatment of imports of sardines 

Greek import taxes 

Greek import duty coefficients 

. United States duty on dried figs 

United States export subsidy on sultanas 

United States export subsidies on oranges and almonds 

United States import restrictions on filberts 

French tax on imports and exports 

Brazilian compensatory concessions 

Belgian dollar import restrictions 

Difficulties arising out of the application of article I 

United Kingdom request to renegotiate an item in schedule XIX 

Australian treatment for products of Papua and New Guinea 

Greek schedule: Adjustment of specific duties under article II: 6 

Time limit for application of part II of article XX 

Convention on the importation of samples and advertising material 

Discrimination in transport insurance 

Nomination of Chairman of ICCICA 

Status of protocols 

Rectification of schedules 

Renewal of intersessional arrangements for the administration of the 
agreement 

Financial statement for 1953 and budget estimates for 1954 

Date and place of the ninth session 

Australian request to renegotiate an item in schedule I 

Indian request to renegotiate an item in schedule XII 

Arrangements for a review of the agreement 


IV. PARTICIPATION 


All 33 countries which were parties to the general agreement attended the 
eighth session. Approximately half the delegations were headed by cabinet 
officers or other officials of ambassadorial or ministerial rank. 

The 33 contracting parties to the general agreement : 


Australia Dominican Republic New Zealand 
Austria Finland Nicaragua 
Belgium France Norway 
Brazil German Federal Republic Pakistan 
Burma Greece Peru 
Canada Haiti Southern Rhodesia 
Ceylon India Sweden F 
Chile Indonesia Turkey 
Cuba Italy Union of South Africa 
Czechoslovakia Luxembourg United Kingdom 
Denmark Netherlands United States 
Governments represented by observers at the eighth session: 

Colombia Philippines 

Costa Rica Portugal 

Japan Switzerland 

Libya Uruguay 

Mexico Yugoslavia 


Intergovernmental organizations represented at the eighth session : 


United Nations 
International Monetary Fund 
International Labour Office 


Food and Agricultural Organization 


Organization for European Economic Cooperation 


Council of Europe 
Customs Cooperation Council 


High Authority of the European Coal and Steel Community 


Nongovernmental organizations: Representatives of the International Cham-~- . 
ber of Commerce consulted with the working party which considered the agenda 
items relating to valuation for customs purposes, nationality of manufactureé 
goods, and consular formalities. 
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V. THe UNrrep States DELEGATION 


The United States delegation was composed of the following: 


CHAIRMAN 


The Honorable Samuel C. Waugh, Assistant Secretary of State for Economie 


Affairs 
VICE CHAIRMAN 


Winthrop G. Brown, Counselor of Embassy, London 


ADVISERS 


Carl D. Corse, Chief, Commercial Policy Staff, Department of State 

Morris J. Fields, Office of International Finance, Department of the Treasury 

Joseph A. Greenwald, Economic Officer, United States Resident Delegation to 
International Organizations, Geneva, Switzerland 

Walter Hollis, Office of Assistant Legal Adviser for Economic Affairs, Depart- 
ment of State 

John M. Leddy, Director, Office of Economic Defense and Trade Policy, Depart- 
ment of State 

Perey Kenton Norris, Foreign Agricultural Service, Department of Agriculture 

Bernard Norwood, Commercial Policy Staff, Department of State 

Richard H. Roberts, Production and Marketing Administration, Department of 
Agriculture 

Alexander M. Rosenson, Chief, Monetary Affairs Staff, Department of State 

Robert E. Simpson, Office of International Trade, Department of Commerce 


SECRETARY OF THE DELEGATION 


Mason A. LaSelle, United States resident delegation to international organiza- 
tions, Geneva, Switzerland 
STAFF 


Mary Fitzsimmons, United States resident delegation to international organiza- 
tions, Geneva, Switzerland 

Nancy Hoepli, American consulate general, Geneva, Switzerland 

Eleanor Idol, Office of Economic Defense and Trade Policy, Department of State 


Note.—Robert Eisenberg, of the office of the United States representative to 
the European Coal and Steel Community, American Embassy, Paris, consulted 
with the delegation on matters relating to the agenda item on the report of the 
European Coal and Steel Community. 


VI. ORGANIZATION OF THE CONFERENCE 


Mr. Johan Melander, of the Norwegian Ministry of Foreign Affairs, served as 
chairman His term as chairman of the contracting parties was due to expire 
during the session but was extended for the duration of the eighth session. Mr. 
Eric Wyndham White and his staff again provided secretariat services for the 
conference. 

A number of items were handled directly in plenary meetings. However, the 
contracting parties established nine working parties to consider the more complex 
—— in detail and to prepare recommendations to the contracting parties on 
them. 

The following working parties were established : 

Working party 1: To prepare an instrument for signature by contracting 
parties prolonging the assured life of the tariff schedules to the general agree- 
ment and to make recommendations on the best way of dealing with the special 
difficulties particular contracting parties said they might have; 

Working party 2: To examine the request of the United Kingdom Government 
for a waiver of obligations under article I concerning the binding of margins 
of tariff preference; 

Working party 3: To consider the problem presented by the impracticability of 
proceeding with Japan’s application for accession through normal procedures 
and to examine proposals for Japanese participation which might have wide 
acceptance ; 

_ Working party 4: To examine any questions arising in connection with the 
financing of the 1953 budget and the proposals for the budget of 1954; 
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Working party 5: To examine the statements submitted by contracting parties 
(a) on their methods of determining the value of goods for customs purposes, (b) 
concerning their principles and practices of determining the nationality of im- 
ported goods, and (c) concerning steps taken toward the abolition of consular 
formalities ; 

Working party 6: To consider (a) requests for rectifications of the tariff sched- 
ules, (0) steps for formalizing the modifications of the Cuban tariff schedule to 
the agreement resulting from negotiations previously concluded with the United 
States, (c) the request of Czechoslovakia for adjustment of rates of duty in 
its schedule, (d) the request of Greece for an adjustment of specific duties in 
its schedule, and (€) other matters relating to the schedules which may be re- 
ferred to it; and to draw up any necessary legal instrument for signature; 

Working party 7: To examine the request of Australia for a waiver of obliga- 
tions under the general agreement in order that it might accord preferential tariff 
treatment to certain products of the territory of Papua and New Guinea enter- 
ing Australia; 

Working party 8: (a) To conduct consultations initiated by certain contracting 
parties maintaining discriminatory import restrictions for balance-of-payments 
reasons and to report on these consultations, (b) to prepare the annual report on 
the application of discriminatory application of balance-of-payments restric- 
tions, (c) to recommend procedures for the 1954 consultations and annual report 
on discriminatory balance-of-payments restrictions, (d) to carry out and report 
on certain consultations initiated with countries which had intensified their 
balance-of-payments restrictions; and 

Working party 9: to examine the first annual report of the six countries mem- 
bers of the European Coal and Steel Community which was submitted under 
the terms of the waiver of general-agreement obligations which was granted to 
them in connection with their establishment of a common market for coal and 
steel products. 

VII. Work OF THE SESSION 


A. BY AGENDA ITEM 


1. Adoption of agenda and order of business 


Immediately after providing for a chairman and vice chairman for the session 
(discussed below), the contracting parties adopted the provisional agenda, which 
had been prepared by the Ad Hoc Committee on Agenda and Intersessional 
Business. (See sec. III above.) 

The contracting parties in the course of the session agreed to consider 
Australian and Indian requests to renegotiate items in their tariff schedules 
and to consider arrangements for a review of the general agreement. 

The order of business was not established at the beginning of the session for 
all of the items of the agenda. Rather, it was left to the chairman to suggest 
from time to time the order of business for a group of items. 

The two meetings following the adoption of the agenda were devoted to 
policy statements by heads of various delegations.* Immediately, thereafter, 
in view of the importance of the items and the presence of cabinet officials 
during the early part of the session, there were preliminary plenary dis- 
cussions of the proposed extension of the validity of tariff concessions under 
article XXVIII, the United Kingdom request for a waiver from article I, 
and the application of Japan for temporary participation in the agreement. 
Following the initial discussion of several items, working parties were estab- 
lished to consider the matters in greater detail in preparation for further 
discussion in plenary meetings. 

The order of business for the succeeding plenary meetings was determined 
largely by the progress being made by these working parties. 


2. Election of chairman and vice chairman 


The terms of office of the chairman, Mr. Johan Melander of Norway, was 
due to expire on October 2. In order to avoid a change in this office during 


3 The chairman, Mr. Johan Melander of Norway, and the following leaders of delegations 
made policy statements: Mr. C. D. Howe, Canadian Minister of Trade and Commerce; Mr. 
Samuel C. Waugh, United States Assistant Secretary of State for Economic Affairs; Mr. 
Peter Thorneycroft, president of the British Board of Trade; Mr. Bernard Lafay, French 
Secretary of State for Economic Affairs: Mr. Constantin Papayannis, Greek Minister of 
Finance; Dr. Ludwig Erhard, Minister for Economic Affairs of the Federal Republic of 
Germany: Shri D. P. Karmarkar, Indian Minister of Commerce; Dr. A. Y. Heimi, Indo- 
nesian Minister to Switzerland: Mr. V. A. Clark, Australia; Mr. Joao Alberto de Barros, 
srazilian Minister in charge of Foreign Economie Affairs; and Mr. Karel Svec, Czecho- 
slovak Ministry of Foreign Trade. 


CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 1121 


the session, the contracting parties at the first meeting extended Mr. Melander’s 
term until the end of the session. Mr. Akhtar Husain, leader of the Pakistan 
delegation, was elected as vice chairman for the duration of the session, this 
office having been left vacant by the death of Mr. Jack Tonkin, of Australia, 
shortly after the seventh session. 

At the close of the session, Mr. L. Dana Wilgress, of Canada, was elected 
chairman, and Mr. Fernando Garcia Oldini, of Chile, and Mr. Gunnar Seiden- 
faden, of Denmark, were elected first vice chairman and second vice chairman, 
respectively.* 


8. Article XXVUI 


One of the most important items on the agenda concerned the proposed extension 
of the period of assured validity of the tariff concessions under the agreement. 
Through the use of article XXVIII of the agreement countries could withdraw or 
modify individual tariff concessions starting January 1, 1954. The only obliga- 
tion of the country desiring to modify the concession would be to engage in nego- 
tiations for the purpose of arriving at compensatory concessions for such with- 
drawals or modifications. However, if such negotiations should fail, the country 
could nevertheless go ahead and make the proposed changes. In such event, the 
affected exporting countries could retaliate by withdrawing or modifying equiva- 
lent concessions. 

There was general agreement among the contracting parties that it would be 
undesirable to have such tariff instability during the next year or so. Various 
countries, including the United States, were conducting a review of their basic 
coumercial policies, and it was generally felt that, until there had been a determi- 
nation of the future course of action with regard to commercial policy in these 
countries, it was essential to have a standstill arrangement with regard to con- 
cessions in the agreement. 

The contracting parties, therefore, decided that it would be desirable to post- 
pone the applicability of article XXVIII until July 1, 1955, that is, for 18 months. 
A declaration was prepared under which the signatory governments declare that 
“they will not invoke prior to July 1955, the provisions of article XXVIII para- 
graph 1 of the general agreement to modify or cease to apply the treatment which 
they have agreed to accord under article II of the general agreement to any 
product described in the appropriate schedule annexed to the general agree- 
ment.” 

The declaration contains a reciprocity clause whereby its provisions will not 
apply to concessions initially negotiated with a government which does not sign 
the declaration. Thus, as between a contracting party which signs the declara- 
tion and one which does not, each government would retain the right to have 
recourse to the renegotiating provisions of article XXVIII after January 1, 1954, 
in respect of the concessions which it had initially negotiated with the other. 

During the discussion of this matter in plenary session and in working party 
meetings, various contracting parties indicated that they had special problems 
and expressed the desire to be able to sign the proposed declaration with reserva- 
tions. It was decided that acceptance of signatures with reservations would 
defeat the basic purposes of the declaration and that, therefore, no signatures 
with reservations would be accepted. 

The contracting parties, however, recognized that certain countries might have 
some special problems. They, therefore, pointed out that in the past certain 
countries had requested the contracting parties for authority to renegotiate certain 
specified concessions and that such a request had always been granted. It was 
pointed out that there was no reason to believe that future requests for authority 
to renegotiate in exceptional cases would not receive the same sympathetic con- 
sideration. It was also pointed out that other articles of the agreement might 
take care of some of the difficulties. For example, countries in the process of 
economic development could utilize article XVIII of the agreement, which pro- 
vides a procedure whereby the contracting parties grant temporary relief from 
obligations of the agreement in circumstances where such relief is essential in the 
economic development of certain industries in the country. 

The declaration, concluded on October 24, 1953, was to remain open for signa- 
ture from that date until December 31, 1954.° 


‘The terms of the chairman and vice chairman are for 1 year. If the year expires when 


the contracting parties are not in session, they remain in office until the convening of the 
next session. 


5 All contracting parties except Australia, Brazil, and Peru signed the declaration by 
the end of the year. 


83979—56—pt. 2——37 
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4. Report by the working party on the reduction of tariff levels 
5. Creation of a low-tariff club 


The contracting parties considered a report by the subgroup of a working party 
which had been making a technical study of the French plan for the reduction of 
tariff levels. They agreed that the plan, as revised, appeared to be technically 
feasible and decided to refer it to governments for their consideration and 
comment. 

The problem which the French plan was designed to solve was first raised dur- 
ing the Torquay tariff negotiations in 1950-51. At that time the low-tariff coun- 
tries, such as Belgium and Denmark, believed that one of the negotiating rules 
which was used at Geneva in 1947 and at Annecy in 1949 and was then being 
used in Torquay was not satisfactory. This rule provided that the binding of an 
existing low rate of duty should be considered as equivalent to the reduction of 
a high rate of duty. According to these countries, they had bound so many of 
their low-tariff rates that they no longer had any bargaining power to bring about 
a reduction in the high rates of other countries. 

They also believed that existing negotiating rules could not solve the problem of 
the disparity in tariff rates among various countries, particularly among those 
in Western Europe. In general, the low-tariff countries felt that the disparity 
in tariff rates should be reduced or eliminated through the lowering of high rates 
without any further decrease in low rates. They pointed out that such action 
would facilitate the economic integration of Western Europe. 

It was against this background that Mr. Pflimlin, leader of the French delega- 
tion, proposed during the sixth session of the contracting parties in September 
1951, a plan which became known as the French plan for the reduction of tariff 
levels. As originally conceived, the plan provided for the general automatic reduc- 
tion of tariffs by 30 percent, such reductions to be accomplished by making a 
10-percent reduction each year for 3 years. 

In recognition of the obvious fact that there were many technical problems 
involved in any automatic plan for tariff reductions, the contracting parties set up 
an intersessional working party to consider the various aspects of the proposal. 
The working party in turn set up a subgroup® to meet informally in order to 
expedite working party consideration of the plan. Participation in either the 
subgroup or the working party was expressly recognized as involving no commit- 
ment as to the policy questions involved nor as to whether the plan, should it be- 
come technically feasible, would be acceptable to the respective governments 
whose representatives served on either the working party or the subgroup. 

Following several meetings of the subgroup, the French presented a revised 
plan in August of 1953. Germany, Belgium, the Netherlands, and Denmark 
joined France in a statement to the contracting parties that the new French pro- 
posal provided the best method of pursuing efforts for a general lowering of tar- 
iffs ; provided, however, that the proposal remained of worldwide application. 

In broad outline, the revised French plan would provide that the import trade of 
the participating countries would be divided into a number of sectors, say 10 or 15, 
and that the average tariff rates within each sector would be reduced by 30 per- 
cent through reductions of 10 percent a year for the first 3 years of the plan. 
The choice of items for reduction within any sector would be at the discretion 
of each participating country, except that rates above a certain prescribed level 
(ceiling rates) must be reduced to that level. Special relief from the mandatory 
commitment to reduce the high rate on any specific product could be granted by 
the participating countries. Under the plan no reduction would be required in 
any sector in which the average rate was below a prescribed level (floor rates) 
except that in any such sector any individual rate above a certain level must be 
reduced. It is also provided that fiscal duties could be excluded from the plan 
and that countries in the process of economic development would not have to make 
reductions affecting their development programs. 

As an example of how one possible form of this plan might look in practice, 
the subgroup suggested the following version: 

(a) Import trade of the participating countries would be divided into 10 
sectors ; 

(b) The level to which the rates must be reduced would be 5 percent for 
raw materials other than agricultural, 15 percent for semimanufactures, 
30 percent for finished manufactures, and 27 percent for agricultural prod- 
ucts ; 


®° Experts of the following countries participated in the work of the subgroup: Austria, 
Benelux, Canada, Denmark, France, Germany, Italy, Norway, Sweden, the United Kingdom, 
and the United States. 
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(c) The levels below which the average rate of any sector need not be 
reduced would be 3.5 percent for primary food products, excluding fish, 
5.5 percent for manufactured food products, excluding fish, 4 percent for 
fish and fish products, 1 percent for raw materials including petroleum 
products, 4 percent for chemical and allied products, 3 percent for fur skins, 
rubber, wood, cork, and paper products, 7 percent for textile products, 3.5 
percent for base metals and manufactures, 5.5 percent for machinery and 
transport equipment, and 6 percent for miscellaneous manufactures. 

While recognizing that this particular version of the French plan was only 
one of many alternative versions, most members of the subgroup felt that it 
might prove to be more acceptable than any other alternative which had been 
considered. 

Whereas the original French plan had been based on the assumption of 
automatic reductions, the revised plan provides for an element of negotiation. 
For example, if it were decided to adopt the plan, there would have to be nego- 
tiations with regard to the number of sectors into which the import trade of 
the participating countries would be divided. The so-called ceiling rates and 
floor rates would have to be negotiated. In addition, agreement would have to 
be reached as to which duties were fiscal duties and, therefore, could be ex- 
cluded for the operation of the plan. However, a great number of technical 
problems have been considered and feasible solutions provided. There was 
concurrence that every major technical problem had been considered and that, 
therefore, the plan was technically feasible and could be put in operation if the 
major countries of the world were willing to adopt it. 

The Council of Europe had submitted to the contracting parties their proposal 
concerning a common policy of lowering tariff barriers in Europe. This plan 
was intended as the first step toward the formation of a Buropean customs union, 
whereas the French plan was designed for acceptance on a worldwide scale. 
Under the Council of Europe proposal the participating countries would accept 
an upper limit of 35 percent as a maximum for all customs duties, to be observed 
immediately, and also three duty ceilings—5 percent for raw materials, 15 per- 
cent for unfinished goods, and 25 percent for finished goods and food products— 
to be observed for progressively larger proportions of total import trade up to 
90 percent on the third year. 

Following the opening of the eighth session, the Consultative Assembly of 
the Council of Europe passed a resolution “expressing the hope that the work 
of the contracting parties on the various plans for tariff reduction submitted 
to them will lead at an early date to constructive proposals, so that a further 
step may be taken towards lowering customs barriers.” 

The contracting parties agreed that the report of the working party on the 
reduction of tariff levels should be transmitted to governments for consideration 
and comments, and that the Ad Hoc Committee on Agenda and Intersessional 
Business should be instructed (a) to make arrangements for the completion of 
the examination of the technical aspects of the French plan, the “low tariff club” 
proposal submitted by the Council of Europe, and any other proposal which might 
be submitted by governments, and (0b) pursue at such time as might seem appro- 
priate, having regard to the prospect of further progress in the process of tariff 
reduction, the examination of the questions of principle raised by the proposals 
against the background of the broader question of the adequacy of the present 
negotiating procedure. 

The United States delegation indicated that the plan would be sent to the 
Commission on Foreign Economic Policy (Randall Commission) as an illustra- 
tion of a line of thinking on the subject and a possible line of approach. 


6. Accession of Japan 


Japan, the nation with the largest foreign trade not a contracting party to the 
general agreement, in July 1952 requested the opportunity to enter into tariff 
negotiations with the contracting parties with a view to acceding to the agree- 
ment. Japan’s application was discussed at the seventh session in October 1952, 
and the question of the timing and conditions for its accession was referred to 
the Intercessional Committee. 

The Intercessional Committee which met in February 1953, studied and re- 
ported on the conditions under which Japan might accede, including the establish- 
ment of safeguards against any country which caused a disruption of normal 
trading conditions. It felt that, in the light of unresolved questions concerning 
further general tariff negotiations, it could not make any specific recommenda- 
tions concerning the timing of negotiations with Japan. It considered that this 
question would have to be examined at a full session of the contracting parties. 
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The fact that tariff negotiations were not scheduled for the foreseeable future 
presented an impasse for Japanese accession since entry into tariff negotiations 
with contracting parties is a normal requirement for accession by an outside 
country. Japan, therefore, submitted a proposal for consideration at the eighth 
session for provisional participation in the agreement under which its commercial 
relations with contracting parties would be regulated by the agreement during 
the period before tariff negotiations could be arranged. 

The representative of Japan at the eighth session explained to the contracting 
parties that an indefinite postponement of further action on its accession would 
put the Government in an extremely difficult position. The Japanese regarded 
admission or nonadmission to the agreement as admission or nonadmission 
to the community of trading nations. Japan would not be able to understand 
why it was debarred from participating in the general consultation and in 
eoncerted action in the trade field whereas it had been more or less speedily 
admitted into international arrangements in other fields. The Japanese Govern- 
ment believed that such a serious rebuff in the trade field would cause public 
opinion to question the policies of the Government, which were policies of coopera- 
tion with the free world. The Government of Japan, therefore, worked to develop 
its new proposal for participation in the work of the contracting parties in the 
hopes that it could thus avoid the complete failure threatened by the lack of 
tariff negotiations. 

The new proposal was designed to confer on Japan a status similar to that of 
other contracting parties but only temporarily. Japan on its parts, would offer 
to bind a considerable portion of its tariff in compensation for the advantage it 
would derive including the right to existing tariff bindings of other contracting 
parties. The proposal was for a short-term association, and Japan intended that 
in 1 or 2 years after the end of the temporary period it would be given the oppor- 
tunity to seek full participation in the agreement, 

The United States strongly supported Japan’s application for provisional as- 
sociation with the general agreement. The United States stated that a point had 
been reached where it was no longer fair, practical, or wise to continue to deny 
to one of the largest trading nations of the free world the right to participate in 
the councils of the contracting parties and to share with them the administra- 
tion of the common rules of equitable trade. Japan lives by trade almost as 
much, perhaps, as any country represented in the agreement. While the admis- 
sion of Japan would affect only a segment of the commercial relations of any of 
the contracting parties, the continued exclusion of Japan would affect almost 
the whole of Japan’s trade. In the judgment of the United States, the difficulties, 
both political and economic, far outweighed the special problems which may be 
created for some countries by the admission of Japan. 

The United Kingdom argued against the participation of Japan. It held that, 
rightly or wrongly, many countries would take restrictive action against Japan 
because of memories undesirable pre-World War II trading practices attributed 
to Japan and because of uncertainties of future developments. These restrictive 
measures would harm Japan and other countries as well, so that the participa- 
tion of Japan in the agreement would be more damaging to international trade 
than its continued nonparticipation. At the present time, it said, Japan’s trade 
with its traditional Chinese market was being diverted to the western world and 
was thus intensifying the competition for British and other products in third mar- 
kets. The United Kingdom said that at the least Japan’s application should be 
held off until a general round of tariff negotiations could be held. 

Following intensive consideration of the Japanese proposals, a formula for 
temporary association with the contracting parties was worked out. It pro- 
vided for two actions: First, Japanese participation without formal voting rights 
in sessions of the contracting parties and of their subsidiary bodies and, second, 
the application of the provisions of the general agreement to the commercial re- 
lations between Japan and individual contracting parties willing to undertake 
such an obligation. The arrangement provided for, temporary and provisional 
participation in the agreement and the application of the agreement on a mutual 
basis to trade with Japan by Japan and certain contracting parties, is to last only 
until Japan has acceded to the agreement or until June 30, 1955, unless it is agreed 
to extend it to a later date. 

The decision providing for temporary and provisional participation and the 
declaration was approved by a vote of 27 to 0, with 6 countries abstaining.’ 


7By the end of the year Japan and the pomening 2° contracting parties had accepted 


the declaration: Belgium, Denmark, Finland, India, Italy, the Netherlands, Turkey, United 
States, Sweden, Luxembourg, Haiti, Norway, Ceylon, Nicaragua, Dominican Republic, 
Pakistan, Burma, and Uruguay. 
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7. Balance-of-payments consultations 


The contracting parties conducted their annual consultations under articles 
XII: 4 (b) and XIV: 1 (g) of the general agreement with the following coun- 
tries still applying import restrictions: Australia, Ceylon, Chile, Finland, Paki- 
stan, Sweden, Southern Rhodesia, and the United Kingdom. Pursuant to the 
provisions of article XV, the contracting parties consulted fully with the Inter- 
national Monetary Fund as part of these country consultations. 

The representatives of the consulting governments discussed freely all aspects 
of their import restrictions and amplified the information which they had pre- 
viously furnished concerning those restrictions and their discriminatory appli- 
cation. These representatives undertook to convey the views expressed by other 
contracting parties to their governments for sympathetic consideration. 

The Netherlands representative announced that, owing to satisfactory develop- 
ments in the Dutch balance-of-payments and monetary reserve position, his Gov- 
ernment had decided to relax its restrictions on imports from the dollar area. 
As a first step the Netherlands Government had published a list of items to be 
imported free from restrictions and had increased import quotas for items re- 
maining under restriction. The effective date for the free list would be October 
15, and other measures were contemplated for the near future. 

The representative of the Union of South Africa announced that from January 
1, 1954, South African import restrictions would be administered on a completely 
nondiscriminatory basis. This would be done by the use of a single type of 
import permit which would be valid for purchases from any country in the world. 

After conducting this year’s consultation, the contracting parties arrived at 
the following general conclusions. A marked improvement in the world dollar 
situation had taken place in the past year. Although this improvement was due 
in part to temporary and artificial factors, including continued restrictions 
against dollar imports and heavy United States offshore purchases and military 
and other expenditures abroad, more fundamental causes appeared to have been 
present. Some of these more fundamental factors gave promise of enduring 
and, if so, should provide an opportunity for advancing toward a system of 
international trade free from restrictions and discrimination. But if this goal 
is to be reached, both creditor and debtor countries will have to pursue appro- 
priate policies. Unfortunately, the contracting parties could not report universal 
improvement. Some countries, among them countries dependent on the produc- 
tion and export of primary commodities, had in fact experienced a deterioration 
in their external financial position during the year under review. 

The contracting parties noted the endeavors which had been made during the 
past year to reduce restrictions and discrimination by countries whose balance of 
payments had improved. However, they also noted that there are further steps 
that many of the governments applying restrictions might be able to take to re- 
duce the harmful effects of the restrictions. Finally, the contracting parties di- 
rected attention to the relationship between internal monetary and fiscal policies 
pursued by governments and their balance-of-payment positions. Substantial im- 
provement in external financial positions of several countries was noted upon the 
perio 99 ey of steps aimed at observing and maintaining internal economic 
stability. 

8. Special exchange agreements 


Special exchange agreeements between, on the one hand, individual contracting 
parties which are not members of the International Monetary Fund and, on the 
other hand, the contracting parties acting jointly, contain provisions applying to 
financial activities analogous to the provisions contained in the articles of Agree- 
ment of the International Monetary Fund. 

The chairman reported that the Government of Haiti became a member of the 
International Monetary Fund on September 8, 1953, and that, as a consequence, 
the special exchange agreement betweeen Haiti and the contracting parties to 
the general agreement terminated in accordance with its terms on that day. 
Indonesia remained the only individual contracting party which was a party 
to a special exchange agreement. 

During the session the Government of Indonesia was completing requirements 
for membership on the International Monetary Fund, and the contracting parties 
adopted as their 1953 report required under the special exchange agreement with 
Indonesia the statement supplied by the International Monetary Fund on the 
restrictions on payments and transfers maintained by that country. 
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9. Methods of valuation for customs purposes 
10. Nationality of goods 
11. Consular formalities 


Resolutions of the International Chamber of Commerce (ICC) on (a@) the 
valuation of goods for customs purposes, (b) the nationality of imported goods, 
and (c) consular formalities had been under annual consideration by the con- 
tracting parties since their sixth session in the fall of 1951. Simplification 
and standardization of methods of determining the valuation and nationality of 
goods, as well as efforts to minimize consular formalities, have long been the 
subject of both national and international concern. 

1. Valuation.—In considering the ICC resolution on the valuation of goods for 
customs purposes at the seventh session, the contracting parties concluded that 
it would be advantageous to review the steps taken to give effect to the prin- 
ciples of valuation embodied in article VII of the GATT. Accordingly, it was 
proposed that such a review should be based upon reports to be received from 
governments by June 1953. These reports constituted the basic information 
with which the contracting parties had to work. 

It was found, after thorough examination of these data, that a report and pro- 
posals for action based solely on the documents at the disposal of the contract- 
ing parties would be of only limited use. In these circumstances, no definitive 
assessment was made regarding the extent to which the respective valuation 
systems were in conformity with the principles of article VII of the general 
agreement. However, it was recommended that the study of valuation of goods 
for customs purposes should be pursued, and to that end the Intersessional 
Committee was requested to consider what aspects of valuation should be ex- 
amined and the appropriate methods for doing so. 

2. Nationality—The ICC resolution on this subject urged the adoption of uni- 
form rules for determining nationality for purposes of application of differential 
duties or other conditions of importation that are dependent upon the national 
origin of goods. The contracting parties based their consideration of this 
subject on reports received from governments outlining national regulations 
in effect. 

Widely different views had been expressed in the national replies, and various 
technical difficulties in drafting a universally acceptable definition of origin 
were met. Nevertheless, a proposed definition was prepared for the considera- 
tion and comment of governments prior to the ninth session of the contracting 
parties. 

The proposed definition is as follows: 

(a) The nationality of goods resulting exclusively from materials and labor 
of a single country shall be that of the country where the goods were harvested, 
extracted from the soil, manufactured, or otherwise brought into being. 

(b) The nationality of goods resulting from materials and labor of two or 
more countries shall be that of the country in which such goods have last 
undergone a substantial transformation. 

(c) A substantial transformation shall—inter alia—be considered to have 
occurred when the processing results in a new individuality being conferred on 
the goods. 

EXPLANATORY Note.—Each contracting party, on the basis of the above 
definition, may establish a list of processes which are regarded as con- 
ferring on the goods a new individuality, or as otherwise substantially trans- 
ferring them. 

3. Consular formalities.—Pursuant to a recommendation of the contracting 
parties at the seventh session, reports on the steps taken by each country toward 
the abolition of consular formalities were available for study by the con- 
tracting parties at the eighth session. They indicated that among the 27 gov- 
ernments which had reported, France, Haiti, Turkey, and the United States 
were the only ones which still maintained any extensive system of consular 
formalities. 

The contracting parties ‘noted with satisfaction that progress had been made, 
or was about to be made, by countries in the direction of relaxing consular 
formalities. In addition, renewed attention was called to the recommendation 
of the contracting parties at the seventh session calling for the gradual re- 
duction in such formalities with a view to their elimination by December 31, 
1956. The contracting parties urged that this be done as soon as possible. 
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12. European Coal and Steel Community 


At the seventh session in 1952 the contracting parties granted the six con- 
tracting parties composing the European Coal and Steel Community (the Schu- 
man plan) a waiver of certain of their obligations under the general agreement, 
which was necessary in order to enable them to establish a common market for 
coal and steel in accordance with the provisions of the Treaty Constituting the 
European Coal and Steel Community. Im granting this waiver which was 
analogous as far as the limited range of commodities was concerned, to a customs 
union waiver under article XXIV, the contracting parties provided that the 
community should make an annual report to the contracting parties concerning 
actions taken each year under the waiver, and concerning those aspects of 
the operation of the Coal and Steel Treaty having a bearing on the provisions 
and considerations contained in the waiver. The community submitted its report 
to the contracting parties in advance of the eighth session. 

Because the operation of this waiver and the nature of the development of 
the common market for coal and steel were matters of major importance to the 
contracting parties, a working party was established to conduct the review of 
the community’s first annual report and to discuss relevant matters with the 
representatives of the community. Representatives of the High Authority, with 
observer status, participated fully in the discussions of the report. 

In the course of its deliberations, the working party prepared and presented 
to the High Authority and member state representatives a series of specific 
questions designed to elicit information which would supplement the material 
set forth in the report. These questions covered a wide range of matters arising 
out of the community’s activities during the past year, including (1) the plans 
of the community for negotiations with outside countries looking toward the 
harmonization of the external tariff on coal and steel products, (2) the detailed 
status of interim tariff and tariff-quota arrangements pending such negotiations, 
and (3) the operations and effect of an export price agreement reported to have 
been reached during the past year by steel producers in the six countries of the 
community 

The replies furnished to these questions and the ensuing discussion of these 
replies in the working party afforded an opportunity for a full and construc- 
tive review of the status and expectations of the community. The members of 
the working party representing countries outside the community were especially 
interested throughout the discussion in questions affecting the steps being taken 
by the community to ensure that equitable treatment was afforded to outside 
countries as regards tariff and quota arrangements, availability of supplies at 
equitable prices, and protection of legitimate export interest of the outside coun- 
tries. As a result of the discussions the outside countries indicated their satis- 
faction with the steps already taken and with the assurances given concerning 
their interests in further decisions which remained to be taken by the commu- 
nity. The working party covered not only the technical details of action taken 
under the waiver but the broader considerations basic to the granting of the 
waiver, including the undertaking by the community to harmonize its tariff and 
other restrictions on trade between the community and outside nations in coal 
and steel products at a lower and less restrictive level than existed prior to its 
creation. 

The report of the working party, as adopted by the contracting parties, stated 
that the examination of the first annual report of the community had been a 
fruitful one in which valuable information not otherwise available had been 
developed. It noted assurances received from representatives of the commu- 
nity of intention to initiate negotiations with outside contracting parties con- 
cerning trading relations with respect to coal and steel as promptly as possible. 
The report also cited the discussion which had taken place regarding existing 
arrangements among producers in the member states affecting export prices. 
In this connection, the High Authority affirmed its intention to review the 
operation of such arrangements to determine their consistency with the treat- 
ment called for by the waiver and its willingness to take every necessary cor- 
rective step should it find an inconsistency. 


13. Italian customs treatment for Libyan products 


At their sixth session in 1951 the contracting parties granted Italy a limited 
waiver under which Italy was authorized, without regard to its most-favored- 
nation obligations under the general agreement, to give preferential tariff treat- 
ment to a specified list of products when imported from the United Kingdom 
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of Libya. This waiver was granted to Italy on behalf of Libya in order to facili- 
tate its transition to independent status at the end of 1951. The contracting 
parties recognized that the numerous problems which the new nation would 
face included that of establishing its export trade, and that a preferential status 
in its traditional Italian market would prove of assistance to the newly estab- 
lished nation in meeting these transitional problems. The contracting parties 
also noted, in granting this waiver, that such preferential treatment was actually 
a continuation of a previously existing preference which had been granted by 
Italy to Libyan products in years previous to Italy’s accession to the general 
agreement. The original waiver was granted for a limited period subject to 
review by the contracting parties. At the seventh session in 1952, the contract- 
ing parties approved certain modifications in the list of products upon which 
preferences were authorized, and extended the authority for a longer period, 
upon condition that annually the Italian Government would report on trade 
developments taking place under the waiver and the Libyan Government would 
report on the progress of the economic development program. 

The two reports referred to above were submitted to the contracting parties 
prior to the opening of the eighth session in accordance with the requirement of 
the waiver. It was clear from these reports that it was not possible to make con- 
clusive judgments concerning the effect and relative value of the waiver to date. 
This was true partly because of the limited period of its effectiveness and partly 
because of the abnormal conditions of the past year, which had disastrously 
affected Libyan agricultural production. 

When the two reports came before the contracting parties, the Chairman 
acknowledged their receipt and pointed out that because of the short period 
during which the present waiver had been in force, no useful purpose could be 
served by an intensive study, but hoped that the operation of the waiver could 
be studied more usefully at the next session. The contracting parties took note 
of the two reports on this basis. 


14. South Africa—Southern Rhodesia Customs Union 


The Union of South Africa and the Commonwealth of Southern Rhodesia 
4 years ago entered into a treaty consistent with the provisions of the general 
agreement looking toward the formation of a customs union of the 2 nations. 
Pursuant to the provisions of that article, the two signatories to the customs 
union agreement report annually to the contracting parties concerning develop- 
ments of the past year uncer the treaty and the progress which has been made 
toward a full customs union. The purpose of the contracting parties in this 
review is to satisfy themselves that the two nations are in fact making substan- 
tial progress toward this end and that the customs union treaty promises to 
result in a full union within a reasonable period of time. 

The fourth annual report in this series was submitted to the contracting 
parties in 1953. 

A special development occurred in Africa in 1953 which intimately affected 
the outlook for this customs union agreement. In September a federation was 
officially established of the three territories of Southern Rhodesia, Northern 
Rhodesia, and Nyasaland.’ The emergence of this new federation raised the 
broad question of whether the existing agreement between Southern Rhodesia 
and South Africa would be terminated, enlarged, or otherwise affected. Further- 
more, on September 30, 1953, the two signatories exchanged notes modifying the 
customs union agreement to provide for its termination at any time upon 6 
months’ notice. They indicated that it was their definite expectation that the 
agreement would be discontinued as the result of the emergence of the new 
federation and that it was being continued in effect temporarily merely as a 
modus vivendi to permit the new federation time in which to determine its 
foreign trade arrangements and to make necessary administrative provisions 
therefor. 

Under these circumstances it was clear that the original customs union agree- 
ment was no longer of significance in relation to the objectives of article XXIV 
of the general agreement and that intensive review of the progress or lack of 
progress made during the past year would not be worthwhile. The United States 
delegation, among others, took note of this altered situation, agreed that there 
was no purpose to be served by reviewing the progress made, and expressed the 
hope that the prolongation of the present arrangements as a modus vivendi 
would be of reasonably short duration. 


8 See discussion at end of this report on the Central African Federation. 
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The Southern Rhodesian delegation stated that these views would be conveyed 
to the new Federal Government. Upon this basis the contracting parties took 
note of the fourth annual report and decided to take no further action pending 
further developments with respect to the new Federal Government's decisions 
on trade matters. 


15. Nicaragua-El Sawador free-trade area 


At their sixth session in 1951, the contracting parties agreed that Nicaragua 
was entitled to enter into a treaty with El Salvador establishing a limited free- 
trade area between the two countries consistently with its obligations under the 
general agreement. This amounted to a waiver of Nicaragua’s obligations under 
the general agreement to accord most-favored-nation treatment to the exports 
of all other contracting parties. This action was taken under the provisions of 
article XXIV of the agreement, under which individual contracting parties may 
enter into such arrangements when they give promise of leading to the formation 
of a genuine free-trade area within a reasonable period of time. In accordance 
with the provisions of article XXIV, Nicaragua is required to submit an annual 
report to the contracting parties concerning the operation of the agreement and 
the progress which has been made toward a free-trade arrangement. El Salvador 
is not a contracting party to the general agreement and so has no obligation to 
report. 

The second annual report, which was reviewed during the eighth session, indi- 
cated that the two governments were making substantial progress under the 
provisions of the treaty and that both were convinced that it was directly con- 
tributing to an expansion of their mutual trade and economic development. It 
further revealed that while El Salvador, as permitted by the treaty, had found it 
necessary for a limited period in 1952 to impose quantitative restrictions on cer- 
tain Nacaraguan products, the restrictions so imposed had since been lifted. 
The contracting parties were gratified to note that Nicaragua, the contracting 
party concerned in the treaty, had not had occasion to impose any quantitative 
restrictions under it. The contracting parties were also gratified to note that 
Nicaragua had not, since the inception of the treaty, had occasion to increase 
its restrictions in any way upon the exports of the remaining parties to the 
general agreement, and finally that the two countries were actively considering 
an expansion of the commodity coverage of the treaty during the coming year. 

The contracting parties noted that the Governments of Costa Rica and El 
Salvador were projecting negotiations to modify an existing free-trade treaty 
between those two countries in the light of the Nicaragua-El Salvador treaty and 
had received assurances from the Government of Nicaragua that such negotia- 
tions would have no effect upon the Nicaragua-El Salvador treaty. 

The Government of El Salvador was represented during the consideration of 
the report by an observer who associated himself with the report and supple- 
mentary statements by the Government of Nicaragua and confirmed on behalf 
of El Salvador the statements contained therein. 

j The contracting parties, without objection, took note of the annual report 
or 1953. 


16. United States restrictions on dairy products 


At the sixth session in 1951 several contracting parties complained that the 
restrictions on certain fats, oils, and dairy products introduced in August 1951 
by the United States under section 104 of the Defense Production Act constituted 
a nullification and impairment of concessions granted by the United States and 
that the restrictions constituted an infringement of the United States obligations 
under the agreement concerning the application of import restrictions. The 
contracting parties considered that the complaints were justified, but agreed to 
carry the item over to the following session, in view of the efforts being made 
by the executive branch of the United States Government to have section 104 
repealed. When the Defense Production Act was renewed in July 1952, section 
104 was retained in modified form. 

In a resolution at the seventh session the contracting parties recommended 
that the United States Government have regard to the effects of its continued 
application of these restrictive measures, continue its efforts to secure repeal 
of section 104, and report to the contracting parties before the eighth session 
on action which it had taken. The contracting parties at the seventh session also 
authorized the Netherlands to restrict its imports of wheat flour from the United 
States during 1953 to compensate for the damage suffered to the Netherlands 
exports owing to the restrictions imposed by section 104 as from July 1, 1953. 
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Section 104 of the Defense Production Act subsequently expired, but the United 
States continued certain of these restrictions in modified form in accordance with 
provisions of section 22 of the Agricultural Adjustment Act, as amended. 

The United States explained to the contracting parties at the eighth session 
the reasons giving rise to the need for continuing import restrictions, but reported 
that the United States dairy industry had undertaken to develop measures to 
correct the basic difficulties of the industry and thus to reduce the need for 
price-support measures. The United States explained further the steps which 
were being taken in the reviews of United States economic and agricultural policy 
to take into account the difficulties reflected in the actions taken with regard to 
dairy imports. The United States Government was very regretful that the diffi- 
culties arising from the dairy situation had not been overcome. It considered 
that with patience and continued effort a solution could be found which would 
enable all contracting parties to expand trade with each other. 

The discussion of the United States report indicated that several contracting 
parties were still suffering damage, and concern was expressed regarding the 
tendency toward a vicious circle of import restrictions leading to further import 
restrictions. 

A resolution was adopted by a vote of the contracting parties, on which the 
United States abstained, authorizing the Netherlands Government to continue its 
limitations on imports of wheat flour from the United States during the year 
1954, recommending to the United States Government that it have regard to the 
harmful effects on international trade relations of the continued application of 
the present trade restrictions, and requesting the United States Government to 
report before the opening of the ninth session on the action which it had taken. 


17. Brazilian internal tazres 


Brazil has had in force certain internal taxes inconsistent with article III of 
the general agreement. These taxes apply to items which are of special interest 
to France. A question was first raised about these taxes during the third session 
in 1949. Since that time the matter has been reviewed at the fourth, fifth, and 
sixth sessions, in the last of which the contracting parties agreed to retain the 
item on the agenda until final information was received concerning passage of 
a draft Brazilian law which would be a first step toward a modification to elimi- 
nate conflict with article III of the agreement. 

When the item was reached on the eighth session agenda, the Brazilian dele- 
gate stated that, unfortunately, the Brazilian Parliament had not yet acted on 
the draft law. He indicated his delegation’s willingness to discuss with the 
French Government any compensatory measures which might be appropriate as 
an alternative solution. The French delegation indicated in reply that it was 
most anxious to achieve a solution involving removal of the taxes, rather than 
retaliatory actions under the provisions of article XXIII. 

It appeared to be impossible for Brazil to resolve this matter in the course of 
the session. The contracting parties consequently adopted a resolution urging 
Brazil to take prompt action in this matter and report not later than the start 
of the ninth session on its action. The item was thus carried over for the ninth 
session agenda. 


18. Belgian family allowances 


Complaints were registered at the sixth session about the Belgian tax levied 
on goods imported from certain countries and purchased by Belgian national, 
provincial, or municipal authorities. Under the system, a tax is imposed when 
the imported goods originate in countries held not to have a system of employer 
tax contributions similar to that in effect in Belgium. The contracting parties 
at the sixth session found the discriminatory treatment to be inconsistent with 
article I of the agreement, relating to most-favored-nation treatment, but in 
accordance with a request by the Belgian Government, deferred action in order 
to permit the Belgian authorities to make necessary administrative changes to 
correct the situation. 

The problem was considered again at the seventh session, and the contract- 
ing parties recommended that the Belgian Government remove the discrimina- 
tion without delay. 

At the eighth session, the Belgian delegate announced that his Government 
had determined that the law was mandatory, thus not permitting corrective 
action through administrative means, and had decided to introduce a bill to 
eliminate the discrimination. He offered to carry on discussions with any con- 
tracting party which wished to do so. 
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The delegates of Norway, Denmark, Germany, Austria, Finland, Canada, and 
Czechoslovakia were unanimous in expressing their displeasure with the failure 
of Belgium to correct the system of tax treatment and in indicating their feeling 
that the explanation of the Belgian delegate was inadequate for their satis- 
faction. It was agreed to consider the matter further later in the session. 

At the close of the session, the Belgian delegation stated that a draft law, 
which would, if enacted, resolve the problem, was being examined by the Belgian 
Council of State. Taking note of this step, the contracting parties decided to 
retain the item on the agenda for the next session. 


19. German treatment of imports of sardines 


At the seventh session, Norway complained that the Federal Republic of 
Germany was discriminating against Norwegian sardines, contrary to its obli- 
gations under the general agreement by the following actions: (1) Not extend- 
ing most-favored-nation treatment with respect to ordinary customs duties 
on sardines in violation of article I; (2) not extending most-favored-nation 
treatment with respect to the German import tax contrary to articles I and III; 
and (3) relaxing quantitative restrictions in a discriminatory manner incon- 
sistent with article XII, paragraph 1. The Norwegian case was based on the 
contention that Norwegian sardines were “like products” with respect to Portu- 
guese-type sardines. 

A complaints panel concluded that, although the measures taken by Germany 
were not inconsistent with the provisions of the agreement, the value of tariff 
concessions which Norway had obtained from Germany had been impaired. The 
contracting parties recommended that Germany consider ways of removing 
the competitive inequality which might exist between Norwegian sardines and 
other types of sardines. 

At the eighth session, the item was deferred when it first came up on the 
agenda on grounds that discussions between the two governments on the matter 
were then in progress. Subsequently, the two governments reported that the 
discussions had led to an agreement, thus disposing of the agenda item. 


20. Greek import taxes 
21. Greek import duty coefficients 


At the seventh session the contracting parties heard a complaint against a 
contribution tax imposed on certain imports into Greece. In view of the compli- 
cated issues involved, the contracting parties agreed to resume examination of 
the complaint at the eighth session. In April 1953, before the eighth session, 
Greece devalued its currency and unified its exchange system. At the same time 
it abolished the contribution tax. 

A second complaint regarding Greek tariff measures was made at the seventh 
session regarding an increase in that country’s prewar tariff coefficients, which 
had been bound against increase under the general agreement. Before the 
eighth session opened, the Greek Government announced the reestablishment of 
the prewar coefficients. 

At the eighth session, the contracting parties considered the two problems 
satisfactorily resolved. 


22. United States duty on dried figs 


On August 29, 1952, acting in conformity with article XIX (the escape clause) 
of the general agreement, the United States modified its concession on dried figs 
(par. 740 of the Tariff Act of 1980), increasing the duty from 214 to 4% cents 
per pound. This matter was discussed during the seventh session at which time 
the United States delegation undertook consultations with the representatives 
of the affected countries with a view to reaching a satisfactory solution to the 
problem. As a result of these consultations, the contracting parties adopted 
a resolution on November 8, 1952, noting that (a) the United States Government 
had undertaken to request the United States Tariff Commission to review the 
escape-clause action on dried figs; (6) the Turkish Government had decided to 
apply to the trade of the United States provisional modifications in the rates of 
certain Turkish import duties, to be effective only for the period during which 
the United States maintained the increased duty on dried figs; and (c) the United 
States and Greece had initiated a study of the trade of the United States with 
Greece to determine whether the United States might make provisional conces- 
sions to compensate Greece. The contracting parties decided not to disapprove 
the modifications proposed by the Government of Turkey and to extend until the 
eighth session the time period for Greece and for any other country having a 
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substantial interest in the modification of the United States concession on dried 
figs to institute compensatory measures. The contracting parties affirmed their 
belief that the most satisfactory solution of the matter would be a restoration 
of the concession on dried figs by the United States and requested “the United 
States and the consulting countries to report at the eighth session * * * as to 
further action taken in the matter.” 

The United States reported to the eighth session that the United States Tariff 
Commission had announced on March 11, 1953, that, at the direction of the 
President, it had instituted a supplemental investigation to determine whether, 
and if so to what extent, the modification of the tariff concession on dried figs 
remained necessary to prevent or remedy serious injury or the threat thereof to 
the domestic industry. 

After receiving the report of the Tariff Commission, the President stated that 
he did not believe that the rate of duty in effect should be changed at the time. 
He did, however, request the Tariff Commission to continue to keep conditions 
affecting the fig industry under review and to submit a further report on whether 
the modification of the tariff concession on dried figs remained necessary. 

The discussion of the Greek, Turkish, and Italian delegates to the eighth 
session indicated disappointment that the modification of the duty resulting 
from the “escape clause” action had remained in effect but also evidenced hope 
that the concession might be restored soon following a new review by the Tariff 
Commission. 

The contracting parties, in a resolution adopted at the end of the session 
reaffirmed their conviction that the most satisfactory solution of the matter 
would be a restoration by the United States of the concession on dried figs and 
requested the United States and the consulting governments to report at the 
ninth session concerning any further action taken in the matter. 

Complaints regarding export subsidies of the United States.—The general 
agreement provides in article XVI that a contracting party which grants or 
maintains a subsidy, including any form of income or price support, which has 
the effect of increasing exports or reducing imports is required to notify the 
contracting parties. If the interests of another contracting party are seriously 
prejudiced, the contracting party granting the subsidy may be requested to dis- 
cuss the possibility of limiting the subsidization. 

At the eighth session, the contracting parties considered export subsidies 
granted by the United States on raisins and oranges and considered the effect 
of the United States marketing program for almonds. 


23. United States export subsidy on raisins (sultanas) 


(a) At the seventh session Greece claimed it was losing traditional export 
markets for its sultanas (a variety of raisin) as a result of the subsidization of 
the export of United States raisins. The Turkish delegation also contended that 
the United States subsidization had a detrimental effect on other producing 
countries. The United States expressed its willingness to enter into consulta- 
tions with the interested countries, and bilateral consultations were initiated 
during the session. 

At the eighth session, the Greek delegation said its raisin exports were still 
suffering although the United States subsidy had been reduced somewhat. The 
delegate from Turkey reported that his Government had felt constrained to 
subsidize the export of Turkish raisins. The payment of the Turkish subsidy 
was looked upon with considerable concern by certain other countries which 
regarded it as presaging a chain of actions and reactions. 

The United States delegate pointed out that the United States found it neces- 
sary to accord an export bounty in order to permit United States raisins to 
retain markets they had developed under normal conditions but from which 
they were being shut out by balance-of-payments restrictions. He said that the 
United States had reduced the subsidy payments during the last 3 years and 
hoped that the time would come when the balance-of-payments situation would 
improve so as to enable United States raisins to enter their traditional markets 
on their merits without subsidies. 

The contracting parties agreed that it would not be necessary to retain this 
item on the agenda since they would be kept informed of the developments 


through the regular reports on subsidies submitted by the United States under 
article XVI. 
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24. United States export subsidies on oranges and almonds 


(b) The Italian Government held that United States export subsidies on 
oranges being exported to certain countries, particilarly to European countries, 
had a serious effect on Italy’s export trade. 

South Africa asserted that the United States subsidies impeded the marketing 
of South African oranges in Western Europe. It held that the export of United 
States oranges with the benefit of subsidy from December to September made it 
almost impossible for South Africa to sell any oranges to Belgium, France, the 
German Federal Republic, the Netherlands, and Switzerland before the end of 
August. 

The United Kingdom said that the item raised issues of principle and that 
the United Kingdom would certainly press for stronger and more precise pro- 
visions concerning export subsidies in any revision of the agreement. It also 
wished to be associated with any consultations the United States would be 
holding in view of the interests of the United Kingdom in the trade in oranges 
of some of its overseas territories, particularly of Cyprus. 

Brazil said the issue pointed up the need to revise the rules of the general 
agreement. It stated that it had to give subsidies because, owing to inflation, 
the cost of production was above the international level; but it believed that 
subsidies should only bring prices down to the international level, not below it. 

Canada regretted the absence of any agreed international approach to the 
question of export subsidies and regarded it as a serious weakness in the general 
agreement. It also believed that it must be given an important place in the 
review of the agreement. 

In reply, the United States said the discussion illustrated the kind of unde- 
sirable chain reactions which arose from the imposition of restrictions on 
normal international trade. As in the case of raisins, the United States wished 
to maintain its traditional markets for oranges until more normal times re- 
turned and was providing orange export subsidies for this reason. It pointed 
out that the United States rate of subsidy had been reduced in the preceding 
3 years and that exports from Italy, Spain, and North Africa into Western 
Europe had increased more than the United States exports into that market. 
The United States said it would have further discussions with the Italian and 
South African delegations. 

On almonds, the United States said no subsidy was involved, but limits were 
placed on the quantities of domestic almonds which could be sold for normal 
domestic consumption. Producers were free to choose how to dispose of their 
surpluses. The partial replacement of Italian almonds by United States almonds 
in the Swiss market was due to Switzerland's ability to pay in dollars. It 
stated further that the almond market agreements were part of the agricultural 
policies which were under study in connection with both the general review of 
United States trade policies and the examination of agricultural policies. 

The contracting parties noted that the United States was prepared to continue 
consultations with interested governments and would report on them in due 
course under article XVI. 


25. United States import restrictions on filberts 


Before the opening of the eighth session the Government of Turkey notified 
the contracting parties that the imposition by the United States on June 10, 1953, 
under section 22 of the Agricultural Adjustment Act, of a quota on shelled filberts 
amounting to 4,500,000 pounds for the year commencing October 1, 1952, nullified 
the benefits of GATT concessions granted by the United States and threatened 
serious prejudice to Turkey, the principal supplier. 

When this matter was discussed, the United States said that its policy was to 
keep under constant review any action taken under section 22 in order to see if 
continued restrictions were required. The United States Tariff Commission 
had accordingly reviewed the filbert marketing situation and had recommended 
that the import quota on filberts should not be continued after September 30, 
1953. The President had approved this recommendation, and the cause of the 
Turkish complaint had thus been entirely removed. 

Turkey and Italy expressed their appreciation for this action. 
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26. French tax on imports and exports 


The United States questioned whether a tax by France on all imports and ex- 
ports was consistent with the general agreement. The tax, which amounted 
to four-tenths of 1 percent of the value of imports and exports, was intended to 
provide a fund for social security benefits to farmers. The United States con- 
sidered that the tax nullified or impaired tariff concessions made by France 
under the agreement. 

France agreed that the tax did infringe the provisions of the agreement. It 
reported that, while the tax could not be abolished immediately since it was 
included in the budget for the current year, the French Government would exclude 
the tax from the national budget for 1954. 


27. Brazilian compensatory concession 


This item originated at the third session of the contracting parties in 1949 
when Brazil, in return for authority to modify a number of tariff concessions 
granted in 1947, undertook to give new compensatory concessions on certain other 
items of interest primarily to the United States and the United Kingdom. Be- 
cause of the failure of the Brazilian Parliament to ratify the agreement on com- 
pensatory action, the modification in concessions had been placed in effect but not 
the compensatory concessions. The matter was placed on the agenda of the 
eighth session in order to receive a report from the Government of Brazil con- 
cerning the outlook for early action to give effect fully to the original agreement. 

The Brazilian delegate stated that he regretted that he was unable to make 
a favorable report and requested that more time be granted in which to reach a 
solution. He indicated that if such a solution were not reached before the next 
session, Brazil would be prepared to consider alternative compensatory meas- 
ures. The United States and the United Kingdom pointed out the long lapse of 
time which had occurred, and stated that they should prefer to have the item 
retained on the eighth session agenda pending consultations with the Brazilian 
delegation looking to a solution during the session. 

Brazil indicated it might shortly be able to take the necessary action in 
accordance with the original agreement. Accordingly the contracting parties 
adopted a resolution in their final plenary meeting on October 24 recommending 
that Brazil take the necessary steps as promptly as possible to place the compen- 
satory concessions in force. The resolution requested Brazil to report as soon 
as possible on the action taken to this end. The item was accordingly carried 
over for the agenda of the ninth session. 


28. Belgian dollar import restrictions 


The United States and Canada complained at the sixth session about Belgian 
restrictions on the importation of goods from the dollar area. At that time 
Belgium gave assurances that the duration of these restrictions would be re- 
duced to the strictest minimum. At the seventh session the Belgian Government 
stated that it believed it was justified in proceeding cautiously toward a regime 
of freedom from quantitative restrictions on imports and that significant meas- 
ures of relaxation would shortly be announced. These relaxations, which cov- 
ered products amounting to 68 to 70 percent of the value of dollar imports into 
the Belgium-Luxembourg Economic Union (BLEU), were announced in Febru- 
ary 1953. 

At the eighth session, Belgium reported on the state of the restrictions. It 
stressed four points. First, there was practically complete freedom to import 
dollar goods. Second, the apparent diminution of Belgian imports from the 
dollar area (comparing February—June 1953 with the same period in 1951) 
was the result of a general diminution of the global imports of the BLEU rather 
than of government restrictions. Third, the reduction of imports of goods sub- 
ject to restrictions arose entirely from the diminution in demand for consumer 
goods, a temporary phenomenon. Fourth, new measures of relaxation had been 
decided upon after the relaxations of February 1953. 

Belgium held that the measures which had been taken conformed fully with 
the promises made in 1952; nevertheless, it was ready to supply any further 
relevant information. 

Belgium felt that the policy of prudence must be continued, particularly dur- 
ing the period of uncertainty during which the United States was reviewing its 
commercial policy. The Netherlands Government had just taken a series of 
measures toward liberalizing its dollar imports and Belgium considered time 
would be needed to coordinate the policies of the Benelux countries. 
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Belgium believed their dollar restriction issue pointed up the need to revise 
GATT so as to remove the inequalities of the rights and obligations of the deficit 
countries, on the one hand, and of the countries in equilibrium, on the other. 
The deficit countries, it said, had the right to introduce in different fields 
severe measures of restrictions, alleging the necessity to protect their balance of 
payments, while creditor countries had no right at all to take measures with a 
view to safeguarding their external financial position. Belgium intended to 
present concrete proposals on this matter in connection with the review of the 
agreement. 

While appreciation was noted at the action taken by Belgium toward a more 
liberal policy of import from the dollar area, the United States pointed out that 
there had been no harmful developments resulting from the relaxations and that 
the Belgian balance-of-payments situation had continued to improve. It was 
disappointed, therefore, that in these circumstances more progress had not been 
made in removing restrictions on dollar imports. 

Both the United States and Canada expressed disappointment that so little 
of a concrete nature had been said of Belgium’s intentions in making further 
relaxations. They also felt that Belgium, by its continued failure to announce 
what items were on the prohibited list and by not providing other detailed infor- 
mation on its measures, had left other governments and the trading community 
as a whole uncertain of how particular cases would be treated, and they wished 
publicity for the measures being applied. 

It was agreed chat further informal consultations should be held and that the 
matter be retained on the agenda for the ninth session. 


29. British preference problem 


The United Kingdom raised a special problem confronting them as a result 
of the operation of the provisions in article I of the agreement concerning the 
binding of margins of tariff preferences. Article I provides that the margin of 
preference accorded by the United Kingdom to Commonwealth goods in the 
case of every item other than those specified in its schedule of concessions shall 
be no higher than that existing on April 10, 1947. This means that if the United 
Kingdom wished to raise an unbound rate of duty on a product from a non- 
preference country, it must at the same time raise the duty on the same product 
from preference countries by an equivalent amount, since otherwise the margin 
of preference would be increased. 

The United Kingdom pointed out that this created an exceptional problem. 
Many goods normally dutiable had for many years been entitled to free entry 
into the United Kingdom when coming from Commonwealth sources even though 
they may not in fact have been imported from those Commonwealth sources and 
were not likely to be imported from those sources. Because of the binding of 
tariff preferences under article I, however, the United Kingdom could not 
increase the unbound mosi-favored-nation rate unless it imposed duties on the 
traditionally free Commonwealth products. Legislation would be required in 
order that duties be imposed on Commonwealth products. It would be polit- 
ically impossible to introduce a bill to impose such duties on the Commonwealth 
products, and no United Kingdom government could pass such a law merely to 
achieve compliance with technical rules. In view of these factors, the United 
Kingdom requested a waiver of its obligations under article I. 

The United Kingdom delegate emphasized that it was his Government’s inten- 
tion not to use the waiver to increase duties in any case which would in effect 
increase the preferential advantage of Commonwealth suppliers over other coun- 
tries in the United Kingdom’s market. Rather, the intention was solely to 
increase certain unbound rates, as contracting parties had the right to do, to 
increase protection to domestic producers. The United Kingdom was prepared 
to adopt suitable procedures to safeguard the interests of contracting parties 
in cases where an increase in the margin of preference might lead to a substantial 
diversion of trade in favor of Commonwealth suppliers. 

The contracting parties considered this question in great detail. A number 
of countries including those on the continent of Europe were extremely con- 
cerned over the precedent that such a waiver would set in respect to the general 
commitment against increasing margins of preference above what they were 
prior to the negotiation of the general agreement in 1947. There was a recog- 
nition, however, of a need for some flexibility in the application of article I 
with regard to the United Kingdom. Accordingly, the contracting parties granted 
a waiver which will relieve the United Kingdom of the need to impose duties 
on duty-free goods from the Commonwealth as and when they may in the future 
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increase the unbound duties on foreign goods so long as the increased preference 
will not lead to a substantial diversion of trade. ; 

The authority to increase unbound duties without being obliged to impose 
duties on duty-free Commonwealth goods is subject to the following conditions: 
(a) if the effect of not putting a duty on the Commonwealth goods would be to 
cause substantial diversion of trade from foreign to Commonwealth suppliers, 
the waiver would not apply; (b) the waiver applies only in respect of Common- 
wealth goods which have traditionally enjoyed duty-free entry into the United 
Kingdom. 

The text of the waiver incorporates procedures designed to ensure that the 
authority shall be used only where the widening of a margin of preference will 
not be likely to cause a substantial diversion of trade from a contracting party 
to Commonwealth suppliers. Those procedures include: (a) consultation with 
contracting parties having a substantial interest in the items on which it is 
proposed to increase the duties and (b) arrangements for determinations to be 
made by the contracting parties in certain circumstances regarding the likeli- 
hood that diversion of trade would result. 

In granting this waiver to the United Kingdom, the contracting parties clearly 
stated that they did not intend to impede the attainment of the objectives of 
article I of the general agreement (namely, most-favored-nation treatment) 
and that the waiver in no way impaired the principles of that article since 
it could not in any case be applied where a diversion of trade would be likely 
to result. 


80. United Kingdom request to renegotiate an item in schedule XIX 


The United Kingdom had entered into a negotiation with another contracting 
party at the Torquay conference in 1950-51 with a view to the modification of 
a rate of duty in schedule XIX (the United Kingdom schedule). In the nego- 
tiation which then took place, agreement was reached in part, but it was found 
mutually convenient to suspend the negotiation regarding the remainder on the 
basis, agreed upon with the other country, that the contracting parties might 
give sympathetic consideration to a request at a later date by the United King- 
dom for an opportunity to resume negotiations. The United Kingdom, with the 
agreement of the other country concerned, at the eighth session requested ap- 
proval to resume these negotiations, and the contracting parties so agreed. 

In accordance with established tariff negotiating procedures, the description 
of the product involved and details of the proposed modification were not to be 
made public pending completion of the negotiations. 


81. Australian treatment for products of Papua and New Guinea 


The Australian Government requested a waiver of obligations under article I, 
which relates to most-favored-nation treatment, in order to provide certain 
advantages to primary products of the Territory of Papua-New Guinea upon 
their importation into Australia. The purpose of these special advantages was to 
encourage the economic development of the territory. 

Australia pointed out that the economy of the territory was very backward 
and that the absence of an internal market limited the investment of capital in 
the production of those primary products which might profitably be grown in 
the territory. In order to encourage investment it said it was necessary to give 
investors an assurance that they would be able to count on a market in Australia 
for the production they would develop in the territory. The Australian Govern- 
ment, which had obligations under a trusteeship agreement for New Guinea, 
wished to provide such an assurance by affording advantages for the importation 
into Australia of products which were grown or might be grown in the territory. 

The contracting parties agreed to waive the obligations of article I, paragraphs 
1 and 4 (b) (concerning most-favored-nation treatment and the binding of mar- 
gins of tariff preference), to permit Australia to grant or increase tariff prefer- 
ences to primary products of Papua and New Guinea entering Australia so 
long as such products are permitted to enter Australia free of duty and so 
long as such products are not subject to Australian tariff concessions under the 
general agreement. 

The waiver was made subject to safeguards intended to insure that the author- 
ity will be used to promote the development of Papua and New Guinea, that it will 
not be used to provide additional protection for Australian production, and that 
it will not result in injury to the trade of other contracting parties. Accordingly, 
the terms of the waiver provide for notification before any action would be taken 
under the waiver and, in respect of any increase in duties, for prior consultation 
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with any contracting party which considers such action would threaten sub- 
stantial injury to its competitive trade with Australia. Such a proposed increase 
in duty could not be made if the contracting parties decided it would result in 
disproportionate protection to Australian production or in substantial injury 
to the competitive trade of one or more of them with Australia. Further, the 
waiver requires Australia to report annually to the contracting parties on the 
measures on the trade of Papua-New Guinea and on imports of the products 
affected from all sources. It is also provided that the waiver may be reviewed 
at a future time if the underlying economic factors change in such a way that 
the special treatment authorized by the waiver should result or threaten to result 
in substantial injury to the competitive trade of any contracting party. 


82. Greek schedule: Adjustment of specific duties under article 11: 6 


Greece presented to the contracting parties a problem arising out of the de- 
valuation of the Greek drachma, of the adjustment of rates of duty levied on a 
specific basis and on which Greece had made tariff concessions under the agree- 
ment. This matter was referred to the working party on schedules and is dis- 
cussed below under item 38—Rectifications of schedules. 


38. Time limit for application of part II of article XX 


Article XX of the general agreement provides for transitional exceptions to 
the general rules of the agreement for measures which are essential (a@) to the 
acquisition or distribution of products in general or local short supply, (v) to the 
control of prices by a contracting party undergoing shortages subsequent to the 
war, or (c) to the orderly liquidation of temporary surpluses of stocks owned or 
controlled by the government so long as such exceptional measures are not applied 
in a manner which would constitute a means of arbitrary or unjustifiable dis- 
crimination between countries or a disguised restriction on international trade. 
The article originally provided that such measures were to be removed as soon 
as conditions giving rise to them have ceased and in any event not later than 
January 1, 1951. However, the 1951 date had been extended twice prior to the 
eighth session, the second extension being until January 1, 1954. 

At the eighth session it was proposed that the time limit be extended until 
June 30, 1955. It was considered that many countries were continuing to face 
difficulties calling for the exceptional measures permitted by part II even though 
it had been anticipated when the agreement was negotiated that conditions would 
have improved earlier. 

While there was some feeling that each of the three exceptions should be treated 
separately and that the extension might be for a shorter period, the consensus 
of opinion was that, in the light of the review of the GATT which was anticipated 
in the fall of 1954, it would be best to treat the three exceptions without distine- 
tion and to extend the period for another 18 months, the same duration as had 
been proposed for the extension of the date in article XXVIII. Accordingly, the 
contracting parties agreed to waive until July 1, 1955, the obligation of contract- 
ing parties to remove the emergency measures imposed under article XX, part II. 
34. Convention on Importation of Samples and Advertising Material 

The Convention on the Importation of Samples and Advertising Material, which 
Was deposited with the Secretary General of the United Nations after the seventh 
session, provides that it shall be open for signature by contracting parties to, 
the general agreement, by members of the United Nations, and by any other 
government to which the Secretary General of the United Nations will have com- 
munhicated a copy for this purpose. Certain uncertainties had arisen in regard 
to the countries to which it should be circulated with a view to possible accept- 
ance, and some feeling had developed that the convention was deficient in failing 
to make clear that it would be open for accession by countries which became 
members of the United Nations or members of a specialized agency after June 
30, 1953. 

Therefore, the contracting parties agreed (1) that the Secretary General should 
send a copy of the convention to the Government of Spain with a view to possible 
signature; (2) that the Secretary General should send a copy to any other 
government which is, or in the future becomes, a member of the United Nations 
or a member of a specialized agency dealing with economic questions; and (3) 
that the convention should be construed as being open to accession by any 
country which the Secretary General of the United Nations will at any time 
communicate a copy for the purpose of accession. 
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35. Discrimination in transport insurance 


Early in 1951, acting upon earlier suggestions by the International Chamber 
of Commerce, the Transport and Communications Commission of the United 
Nations considered the problem of discriminatory national laws and regulations 
which restricted the freedom of importers and exporters to purchase cargo 
insurance in the countries of their choice. These restrictions were broadly 
analogous to restrictions on the purchase of commodities by importers and were 
traceable to a variety of considerations, both by protective and balance-of-pay- 
ments nature. The Transport and Communications Commission requested the 
Secretary General of the United Nations to make a study of the restrictions in 
force and of possible steps which the Commission might take. The Economic 
and Social Council of the United Nations, acting upon recommendation by the 
Commission, also urged governments in 1951 to adopt as far as possible a policy 
of nondiscrimination in the purchase of transport insurance which would permit 
traders to place it on the most economic basis. 

Meanwhile the Secretary General’s study recommended, among other things, 
that the problem might usefully be studied further in the GATT forum, and 
the ECOSOC subsequently requested him to transmit his study, together with 
pertinent earlier resolutions on the matter, to the GATT contracting parties for 
consideration. 

At the eighth session, the contracting parties, having individually considered 
this report and the history of the issue, concluded that the question of discrim- 
inatory transport insurance laws and regulations appeared pertinent to the 
aims of the general agreement and that it would merit further study by them, 
with special reference to the question of whether or not any lines of action by 
the contracting parties might be available. 

The United States delegation stated that it seemed clear, in view of the pre- 
vious studies and the overall objectives of the agreement, that freedom on the 
part of traders to place cargo insurance on the most economic basis in countries 
of their choice was a desirable objective. Such freedom was not only in itself 
consistent with the concept of nondiscriminatory multilateral trade, but would 
appear to offer a direct contribution to such freedom in the trade transactions 
covered by such insurance. 

It was the consensus of the contracting parties that a more intensive study of 
the existing situation and of its relation to the lines of action available under the 
agreement would be desirable as a preliminary to a thorough discussion of the 
matter. Accordingly, they agreed to have a report prepared prior to their next 
session. This report, which is to be made in consultation with appropriate 
governmental and nongovernmental organizations, is to cover the existing situa- 
tion, its relation to the content of the agreement, and recommendations concern- 
ing possible lines of action available to the contracting parties. The matters 
will be placed on the agenda of the ninth session for further consideration in the 
light of this report. 


86. Nomination of chairman of ICCICA 


The contracting parties undertook to nominate a person to serve as chairman 
of the Interim Coordinating Committee for International Commodity Arrange- 
ments (ICCICA). ICCICA was constituted by the United Nations Economic and 

. Social Council “to keep informed of and to facilitate by appropriate means such 
intergovernmental consultation or action with respect to commodity problems.” 
The Committee consists of four persons: A chairman nominated by the contract- 
ing parties to the General Agreement on Tariffs and Trade, a person nominated by 
the Food and Agriculture Organization of the United Nations to be concerned 
in particular with agricultural primary commodities, a person to be concerned 
in particular with nonagricultural primary commodities, and a person to be 
appointed by the Secretary General of the United Nations and to be “of wide 
experience in the problems concerning countries undergoing development whose 
economies are primarily dependent on the production and international market- 
ing of primary commodities.” 

Two persons were considered at the eighth session for the chairmanship of 
ICCICA, Mr. Robert de Oliveira Campos, professor of economics of the University 
of Brazil, and Mr. Edgar A. Cohen, Second Secretary of the United Kingdom 
Board of Trade. The contracting parties selected Mr. Cohen to be Chairman of 
ICCICA for a 2-year term. 


87. Status of protocols 


The most important action with regard to the status of the agreement and 
protocols was the adoption of a decision under article XXXIII extending until 
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December 31, 1953, the time within which the Government of Uruguay might 
sign the Annecy and Torquay protocols. Uruguay negotiated at Annecy in 
1949 for accession to the general agreement and conducted further negotiations 
at Torquay, but it had not yet acceded when the eighth session was convened. 

The Government of the Philippines announced during the session the in- 
definite deferment of its accession, mentioning as reasons both the revision of 
its Tariff Act of 1909 and its intention to revise its trade relationships with 
the United States. 

All protocols other than the second protocol of rectifications and modifications, 
drawn up at the seventh session, had entered into force. 


88. Rectifications of schedules 


1. Greek devaluation.—Following the devaluation of the drachma by 50 percent 
on April 1, 1953, the Greek Government (1) increased, by the minimum amount 
permissible under the note to the Greek schedule to GATT, the so-called post- 
war coefficient used to convert the metallic drachma, in which specific duties 
in the schedule are specified, into paper drachmae, in which the duties are paid, 
(2) increased some of the specific duties in the schedule by 50 percent, and 
(3) provided ad valorem minimum rates applicable to certain other specific 
duties. Although there was no question as to the right to make the changes in 
coefficients without obtaining concurrence of the contracting parties, the formulas 
for making adjustments under the note had not operated as had been anticipated, 
with the result that these permissible charges were much less extensive than 
the 100 percent increase in specific duties which article I1:6 (a) of the agree- 
ment recognized might be made by most contracting parties. The increases 
in specific duties under (2) were designed to effect the full 100 percent increase 
that might have been made under II:6 (a), although it was generally agreed 
that Greece had no legal right to make increases under that article. Moreover, 
the article provided for prior concurrence by the contracting parties that the 
proposed increases would not impair the value of the concessions, whereas the 
Greek Government had explained that, because of critical revenue need, the 
changes had been made without waiting to obtain such concurrence. Finally, 
neither the note to the Greek schedule, relating to the increase of the co- 
efficient, nor article II, relating to the adjustment of specific duties, referred to 
any change from a specific duty to one at least partially ad valorem as in the 
case of the changes under (3) above. 

Because of the genuine attempts of the Greek Government to remove barriers to 
trade, and of its difficult revenue situation, it was decided to judge the case from 
the standpoint of the equities involved, as if Greece had possessed rights under 
article II1:6 (a) and was asking for advance concurrence. Past and future 
individual modifications of specific duties were to be sent to be submitted to other 
contracting parties for comment. 

The contracting parties then concurred in the modifications of specific duties 
which had already been notified and agreed to permit the Government of Greece 
to raise additional specific duties in the schedule to the extent they would 
not effect changes greater than those envisaged for other contracting parties 
under article II. This latter permission was subject to the proviso that, if any 
contracting party notified within 30 days that it considered any such increase 
of additional duties would impair the value of the concessions, the matter would 
be decided by the contracting parties as if it were under that article. Under 
this procedure the Greek Government notified that it would increase all the addi- 
tional specific duties by 50 percent, subject to the right of the other contracting 
parties to claim that the increase with respect to any particular product would 
impair the value of a concession. 

It was decided that the addition of an ad valorem minimum to a specific 
duty was not provided for in article II: 6 (a) and consequently would constitute 
a renegotiation of the concessions involved. The Greek delegation subsequently 
requested from the contracting parties, and obtained, the right to renegotiate 
the concessions on the products with respect to which such a change had been 
made in accordance with an established procedure under which the agreed re- 
sults of the renegotiations with countries particularly interested could be made 
effective if no contracting party objected within a specified period after being 
notified of such results. 

Finally, since the note to the Greek schedule had proved inadequate as a basis 
for making readjustments following the recent devaluation, it was modified to 
permit the Greek Government, in the event of any future devaluation of 20 
percent or more, to increase either the postwar coefficient or the specific duty by 
the same proportion and subject to the same limitations and procedures as are 
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provided in article II for other contracting parties similarly devaluing their 
currencies. 

2. Czechoslovak currency appreciation.—Following the appreciation of the 
Czechoslovak crown to approximately seven times its prior value, the justification 
for which was still under consideration in the International Monetary Fund 
during the session, the Czechoslovak Government proposed that its schedule 
be rectified by reducing the specific duties therein to approximately one-seventh. 
The United States delegation did not participate formally in the consideration 
of this question because of the suspension of relations under the general agree- 
ment between the United States and Czechoslovakia. 

The position was taken by the contracting parties that, since article II: 6 (a) 
states that the schedules of original contracting parties are in terms of a par 
value recognized on the date of the general agreement (October 30, 1947), and 
since the agreement contains no provisions expressly dealing with appreciation, 
there were grave legal doubts about formally treating these reduced rates as 
rectifications. They merely adopted a resolution taking note of the reductions 
made by the Czechoslovak Government. The report of the working party on 
schedules referred to the provisions of article II: 3, that the value of concessions 
should not be impaired by changes in the method of converting currencies, and a 
statement that no contracting party had objected on the basis of these provisions 
to the action of the Czechoslovak Government regarding its specific duties. It 
was also pointed out in the report that the working party had limited its con- 
sideration of the Czechoslovak action to the consistency of the duty adjustments 
with article IT. 

During consideration of this report in plenary session the United States delegate 
pointed out that the proposed action by the contracting parties would not prej- 
udice consideration in the fund and that his delegation had abstained from 
participation in decisions of either the working party or the contracting parties 
in this matter. 

3. Other rectifications and modifications.—Several rectifications were approved 
and included in the third protocol of rectifications and modifications. Also 
included in this protocol were the Benelux temporary tariff quotas on certain 
steel products permitted by paragraph 4 of the waiver granted at the seventh 
session to permit the six participating countries to give effect to the European 
Coal and Steel Community and minor changes in the provisions of the prefer- 
ential portion of the Cuban schedule which resulted from negotiations between the 
United States and Cuba started at Torquay under article XXVIII. 


39. Renewal of intersessional arrangements for the administration of the agree- 
ment 

The contracting parties extended, with certain modifications, the administra- 
tive arrangements which had been created to handle urgent matters arising 
between sessions and to facilitate the handling of business at the following 
session. The principal instrument for handling these intersessional matters is 
the Ad Hoc Committee on Agenda and Intersessional Business, which is com- 
posed of 15 of the contracting parties. This committee was continued in exist- 
ence until the ninth session. 


40. Financial statement for 1953 and budget estimates for 1954 


The total amount budgeted by the contracting parties for the 1954 calendar 
year was $342,000. In 1953 $351,000 was budgeted. No contributions were 
expected from Liberia (which withdrew from the agreement in 1953), Korea, 
or the Philippines (the latter two having concluded negotiations for accession in 
1951 but not yet having taken further measures necessary for accession), and, 
therefore, contributions from individual governments would remain the same as 
for 1953. The United States contribution for the year 1954 will be $60,000. 

A large number of contracting parties made a special point of noting that the 
administration of their joint activities had been carried out in a highly efficient 
and economical manner, _ 


41. Date and place of the ninth session 
The 9th session is scheduled to be convened in Geneva on October 14, 1954. 


42. Australian request to renegotiate an item in schedule I 

At Torquay, in 1951, Australia told the contracting parties that it might be 
found necessary to seek approval to negotiate at some later date on certain speci- 
fied items on which Australia had made tariff concessions in 1947. Australia 
subsequently asked for permission to negotiate a withdrawal of a concession on 
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one item and to offer compensation for the desired modification. The contracting 
parties agreed to authorize the renegotiation of the item.° 


43. Indian request to renegotiate an item in schedule XII 


India requested authority to renegotiate a particular concession in its schedule 
and declared that it was prepared to offer compensation for the proposed adjust- 
ment. The authority for the renegotiation was granted.” 


44. Arrangements for a review of the GATT 


The contracting parties discussed the desirability of making arrangements 
for a review of the general agreement. The discussion showed a high degree 
of satisfaction with the general agreement after 6 years of Operation, but the 
consensus was that the time was coming when the participating countries should 
take a fresh look at the instrument. While supporting the desirability of a 
review, a number of delegates warned against too sweeping attempts to revise 
or expand the agreement. It was generally considered that, while considerations 
of possible revision would be in order, the purpose of the review should be to 
attain the general-agreement objectives. 

The contracting parties decided to convene a session of the contracting parties 
on October 15, 1954 (or at a later date, as may be recommended by the Ad Hoe 
Committee on Agenda and Intersessional Business). The purpose of this ses- 
sion would be to review the operation of the general agreement on the basis of 
the experience gained since it has been in operation. At this session the con- 
tracting parties would examine the extent to which it would be desirable to 
amend or supplement the existing provisions of the general agreement and the 
changes which should be made in the arrangements for its administration in 
order that it may contribute more effectively toward the attainment of its 
objectives. Contracting parties were invited to submit written proposals and 
suggestions regarding this review not later than July 1, 1954. The GATT Ad 
Hoe Committee for Intersessional Business will meet at a later time to decide 
whether the October 15 date is best suited for the successful conduct of this 
session and, if necessary, to recommend an alternative date. This Committee 
will also pursue the study which it has been instructed to undertake on the basis 
for future tariff negotiations. 


OTHER ITEMS 
Central African federation 


This item was not on the advance agenda for the eighth session. It arose as 
a result of the establishment on September 3, 1953, pursuant to legislation 
previously adopted by the British Parliament, of a federation of Southern 
Rhodesia, Northern Rhodesia, and Nyasaland. On that date, the new Federal 
Government came into formal existence. 

This development was pertinent to the operation of the general agreement 
because Southern Rhodesia was a contracting party in its own right and the 
commerce of the remaining two constituents of the new federation was subject 
to the provisions of the agreement, in accordance with the assumption by the 
United Kingdom of these obligations. The creation of the new federation there- 
fore raised the question of its future status with respect to the agreement and 
similarly of the future status of Southern Rhodesia as a contracting party. 

The constitution of the new federation provided for transfer to the Federal 
Government from the three constituent territories of jurisdiction over external 
affairs, including those matters governed by the general agreement. At the same 
time, a period of uncertain length would clearly be required for the new Govern- 
ment to create administrative machinery to administer these powers as well as 
to make fundamental policy decisions concerning its future course in the field 
of international commerce. 

Early in the eighth session the United Kingdom and Southern Rhodesia in 
a joint statement announced that during the interim period the federation 
would consider itself bound by commitments previously undertaken by Southern 
Rhodesia and by the United Kingdom on behalf of the other two territories 
in the federation. Southern Rhodesia and the Union of South Africa also jointly 
announced in the course of the eighth session that the previously existing agree- 
ment between those two contracting parties, for the creation of a customs union, 
would be continued in force by mutual agreement during the interim period 
required by the new federation to determine its policies. While the emergence 
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of the new federation clearly made the original objective of the South African- 
Southern Rhodesia Treaty obsolete, at least in the original form, it would be 
continued purely as a “modus vivendi,” subject to cancellation at any time on 
6 months’ notice. 

As discussed under agenda item 14, the annual review of the customs-union 
agreement between Southern Rhodesia and South Africa raised the question of 
the Central African Federation and its future relation to the contracting parties. 
In view of the joint United Kingdom-Southern Rhodesian announcement, how- 
ever, that the new Federal Government would assume responsibility pending 
the development of its own final policy position for the obligation previously 
undertaken on behalf of its constituent territories, the Chairman announced, 
with the general concurrence of the contracting parties, that the new federation 
would be regarded as having inherited both the rights and the obligations accruing 
previously to each of its member states. This would include the right to partici- 
pate in meetings of the contracting parties. In accordance with this under- 
standing, the contracting parties would be notified when the actual transfer of 
administrative responsibility of foreign-trade matters has been made to the Fed- 
eral Government, and a report on the future status of the new Federal Govern- 
ment, in relation to the previous status as an independent contracting party of 
the Government of Southern Rhodesia, would be made to the ninth session of 
the contracting parties. 


South African abandonment of discriminatory import restrictions 


The Union of South Africa announced during the session that it had decided 
to abolish discrimination in the application of import restrictions starting Janu- 
ary 1, 1954. From that date on, only one type of import permit, which would be 
valid for purchases from any country in the world, would be issued by the South 
African Government. South Africa would, however, for the time being continue 
to apply import restrictions—on a global basis—until its external financial posi- 
tion improved. It would also continue its arrangement with the United Kingdom 
whereby it would guarantee to sell that country a minimum of 4 million ounces 
of gold annually. 

The Government of South Africa considered that there would be some risk 
in moving to nondiscrimination, but it believed these risks were outweighed 
by the benefits which were expected to result in the form of lower prices to 
importers. 

South Africa recognized that progress in restoring multilateral trade depended 
largely on the developments in the rest of the world. The South African dele- 
gate expressed the hope that its trading partners in the Western World, and 
particularly the United States, would be prepared to make the necessary adjust- 
ments in their policies so as to avert the danger of having the world split into 
two separate monetary and trading areas. 





REpoRT TO THE SECRETARY OF STATE BY THE CHAIRMAN OF THE UNITED 
Sratrs DELEGATION TO THE NINTH SESSION OF THE CONTRACTING 
ParTIEs TO THE GENERAL AGREEMENT ON TarIFFs AND TrapE, HELp 
AT GENEVA, SWITZERLAND, OcrToBer 28, 1954—Marcu 7, 1955 


PART I 
INTRODUCTION 
A. SUMMARY 


The contracting parties to the General Agreement on Tariffs and Trade met 
a Geneva for their ninth session, from October 28, 1954, through March 7, 
1955. 

As the principal item of business in this session, the contracting parties under- 
took to review and revise the general agreement. The results of this review 
are important and of wide interest. They include the drafting of an agree- 
ment to establish an Organization for Trade Cooperation, to administer the 
general agreement and perform certain general functions in the field of inter- 
national trade. This agreement has been submitted to the Congress with the 
President’s recommendation that legislation be enacted authorizing United 
States membership in the Organization. 
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Other significant results of the review include a series of amendments of the 
substantive provisions of the general agreement; a declaration renewing to 
January 1, 1958, the life of the tariff concessions which are an integral part 
of the agreement; and a waiver granted to the United States to eliminate the 
possibility that action which it may be required to take under section 22 of the 
Agricultural Adjustment Act, as amended, will be inconsistent with its obli- 
gations under the general agreement. 

In addition to the review of the agreement, the contracting parties handled a 
large number of problems arising from the regular operations of the agreement. 
As is customary in their annual sessions, they conducted multilateral consulta- 
tions on import restrictions maintained by countries in balance-of-payments 
difficulties, reviewed reports on actions taken under waivers or other special 
authorizations, acted upon certain new requests for waivers, and promoted the 
settlement of trade disputes between individual governments which had been 
referred to them. The contracting parties also completed arrangements for 
the special tariff negotiations with Japan, which opened in Geneva on February 
“1, 1955, and extended the arrangements for Japan’s provisional participa- 
tion in the agreement, pending its formal accession. 

Part I of this report on the ninth session pertains to the review of the agree- 
ment and certain closely related matters; part II to the other, “regular” 
business of the ninth session. While the actions of the ninth session can be 
separated in this way, the distinction is not always clear cut. Those who 
are interested in the complete record of the conference, and desire a full under- 
standing of it, will wish to examine both parts of the report. 


B. AGENDA OF THE NINTH SESSION 


The agenda of the session adopted on October 28, 1954, was as follows: 


. Adoption of agenda and order of business. 
. Election of chairman and vice chairmen. 
. Review of the agreement. 
Plans for tariff reduction. 
. Status of the schedules after June 30, 1955. 
. Accession of Japan. 
. Balance-of-payment import restrictions. 
(a) Consultations under article XIV:1 (g). 
(b) Fifth annual report under article XIV :1 (g). 
8. Customs administration. 
(a) Methods of valuation. 
(b) Nationality of imported goods. 
(c) Consular formalities. 
(d) Documentary requirements. 
. Annual reports on waivers. 
(a) European Coal and Steel Community. 
(b) United Kingdom waiver on article I. 
(c) Australian customs treatment for products of Papua—New Guinea. 
(d) Italian customs treatment for Libyan products. 
10. Suecession of Federation of Rhodesia and Nyasaland. 
11. Action under article XXIV: 
(a) South Africa/Southern Rhodesia Customs Union: 
(i) Plan and schedule. 
(ii) Report of the Customs Union Council. 
(6) Nicaragua/El Salvador Free Trade Area. 
12. Complaints: 
(a) United States dairy products. 
(b) United States duty on dried figs. 
(c) United States export subsidy on oranges. 
(d) Brazilian internal taxes. 
(e) Brazilian compensatory concessions. 
(f) Belgian dollar import restrictions. 
(9g) Belgian family allowances. 
(h) French statistical tax on imports and exports. 
(j) French stamp tax. 
(k) French special temporary compensation tax on imports. 
(1) Swedish antidumping duties. 
(m) Turkish import taxes and export bonuses. 
(n) German discrimination in coal imports. 
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12 Complaints—Continued 
(o) Greek luxury tax and tariff changes. 
(p) Peru—Prohibition of imports from Czechoslovakia. 
(q) Belgian restrictions on imports of coal. 
(r) German import duties on starch and potato flour. 
13. Turkish schedule transposition. 
14. Rectification of schedules. 
15. Status of protocols. 
16. Discrimination in transport insurance. 
17. Applications under article XVIII: 
(a) Notification by Uruguay. 
(b) Application by Cuba. 
(c) Application by Ceylon. 
18. Samples convention. 
19. Financial statement and budget. 
20. Greek request to renegotiate four items in schedule XXV. 
21. Renewal of arrangements for intersessional administration of the agreement. 
22. Date and place of the 10th session. 


C. PARTICIPATION 


Thirty-five governments participated in this session. These were the 34 con- 
tracting parties and Japan. (A decision of October 23, 1953, which was extended 
by a decision of January 31, 1955, provides for the participation of Japan in 
sessions of the contracting parties pending its accession to the agreement. ) 


Australia Haiti 
Austria India 
Belgium Indonesia 
Brazil Italy 

Burma Japan 
Canada Luxembourg 
Ceylon The Netherlands 
Chile New Zealand 
Cuba Nicaragua 
Czechoslovakia Norway 
Denmark Pakistan 
Dominican Republic Peru 
Federal Republic of Germany Sweden 
Federation of Rhodesia and Nya- Turkey 


saland Union of South Africa 
Finland United Kingdom 
France United States 
Greece Uruguay 


There were observers from 12 additional countries and 8 intergovernmental 
organizations. 


Argentina El Salvador Mexico 

Bolivia Tran Portugal 

Colombia Iraq Switzerland 

Costa Rica Libya Yugoslavia 
United Nations 


International Labor Organization 

Food and Agriculture Organization 

International Monetary Fund 

Organization for European Economic Cooperation 
Council of Europe 

High Authority of the Coal and Steel Community 
Customs Cooperation Council 


B. Unrtep STATES DELEGATION 


The chairman of the United States delegation for the ninth session was the 
Honorable Samuel C. Waugh, Assistant Secretary of State for Economic Affairs. 
The vice chairman was Mr. Winthrop G. Brown, deputy to the Minister for 
Economic Affairs, American Embassy, London. 
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Four congressional members and two public members were appointed as ad- 
visers to the delegation. Of the congressional Members, three were able to work 
directly with the delegation in Geneva through the initial period of the review. 
These were the Honorable Albert Gore, United States Senate; the Honorable 
Jere Cooper, House of Representatives; and the Honorable Richard M. Simp- 
son, House of Representatives. The fourth congressional Member, the Hon- 
orable Frank Carlson, United States Senate, was detained in Washington on 
other official business. 

The public advisers were Mr. Lamar Fleming, Jr., president, Anderson Clayton 
& Co., Houston, Tex.; and Mr. Cola Godden Parker, chairman of the board, 
Kimberly-Clark Corp., Neenah, Wis. These two, with Representative Cooper 
and Representative Simpson, had previously served on the Commission for 
Foreign Economic Policy and had a part in formulating the recommendations 
with respect to the General Agreement on Tariffs and Trade which were made 
by that Commission. They participated actively in the work of the review, 
giving invaluable assistance and support to the delegation. 

Other members of the delegation, as shown in annex A, were principally 
civil servants drawn from the Departments of Agriculture, Commerce, State, 
and Treasury. 


PART I. THE REVIEW OF THE GENERAL AGREEMENT ON TARIFFS 
AND TRADE 


A. BACKGROUND 


At their eighth session, the contracting parties decided to convene a session 
on or after October 15, 1953, “(@) to review the operation of the general agree- 
ment upon the basis of the experience gained since it has been in provisional 
operation, and (0b) in the light of this review to examine to what extent it would 
be desirable to amend or supplement the existing provisions of the agreement and 
what modifications should be made in the arrangements for its administration.” 

The wording of this decision reflects the attitude of the member governments 
toward the general agreement and their motives in undertaking to review it. 
They were satisfied that the agreement had proved its usefulness over the 7 years 
of its operation and believed that it should now be established upon a more 
lasting basis, with such changes in its rules and procedures as experience might 
dictate to make it more effective. 

When the General Agreement on Tariffs and Trade was negotiated in 1947, 
it was an innovation, a multilateral trade agreement patterned after previous 
bilateral trade agreements of the United States, but offering an additional 
feature, inherent in its multilateral character, which has proved of great value. 
In the manner of a bilateral agreement, the general agreement records the 
reciprocal tariff ‘concessions negotiated among the parties to the agreement, 
binds them against increase for a period of time, and includes certain “general” 
provisions designed to restrict the use of nontariff barriers to trade which could 
nullify or impair the expected benefits of these concessions. In addition, the 
agreement necessarily provided for the contracting parties to meet from time 
to time to dispose of business arising under the agreement. Out of these meet- 
ings, there has developed a useful and unique forum for settling trade disputes 
and promoting more effective and profitable trade relations. 

Within the framework of the rules and principles of the agreement, the con- 
tracting parties have adopted a commonsense, pragmatic approach to the every- 
day problems of trade. Their work has yielded important practical results in 
the reduction and stabilization of some 58,000 tariff rates, in the elimination 
= — of other barriers to trade, and in the amicable settlement of trade 

isputes. 

With 7 years’ experience in the application of the agreement, the need for 
some revision of the substantive provisions of the agreement had become ap- 
parent. Some provisions had grown obsolete or proved unnecessary. Others 
had not fully met their purpose. In addition, the arrangements for adminis- 
tering the agreement needed to be improved if the full benefits of the agreement 
were to be realized. 

Two further reasons prompted the scheduling of a review of the agreement 
at this time. One was the progress that had been made toward more normal 
economic conditions since the inception of the agreement, which might require 
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or permit some changes in its provisions. The other was the pending review 
by several contracting parties of their policies relating to international trade. 
The United States was one of these countries. The Commission on Foreign 
Economic Policy, which had been appointed to examine the economic relation- 
ships of the United States with other countries, was studying the question 
of United States participation in the general agreement and it was foreseen 
that important recommendations on this matter might be made bythe Com- 
mission. 
B. Untrep States AIMS IN REVIEW 


It was the Commission’s recommendation that the organizational provisions 
of the general agreement be renegotiated and submitted to the Congress for 
approval. President Hisenhower, in his message to the Congress on foreign 
economic policy of March 30, 1954, indicated that the United States would seek 
the renegotiation of the organizational provisions of the general agreement 
with a view to submitting them to the Congress and would also propose revisions 
of the substantive provisions of the agreement to make it a simpler and stronger 
instrument for the promotion of international trade. 

The decisions as to the specific results that the United States should seek in 
the renegotiation of the organizational provisions of the general agreement and 
the revision of its substantive provisions were made by three coordinated inter- 
agency groups, which remained responsible for instructing the United States 
delegation throughout the review. All major policy decisions were made subject 
to the advice and approval of an interagency working group chaired by Mr. 
Clarence Randall, White House consultant. There was also a steering group 
at the assistant secretary level, chaired by Mr. Thorsten V. Kalijarvi, Deputy 
Assistant Secretary of State for Economic Affairs. Subject to the direction 
of these groups, an ad hoc technical group prepared the detailed instructions for 
the United States delegation. 

The following agencies were represented on 1 or more of these 3 groups: The 
Executive Office of the President; the Departments of Agriculture, Commerce, 
Defense, Labor, State, and Treasury ; and the Foreign Operations Administration. 

Where appropriate, the United States position was also approved by the inter- 
departmental Trade Agreements Committee or the National Advisory Council 
on International Monetary and Financial Problems. 

To assist in the preparation of the instructions, public hearings on the pro- 
posed review of the general provisions of the agreement were conducted by 
the members of the United States delegation in Washington, September 13 
through 17, 1954. During this period any interested person might offer, orally 
or in writing, views and suggestions as to the handling of problems covered by 
the agreement or related problems not then covered. 

In his opening speech of the review, the chairman of the United States dele- 
gation identified the three principal objectives of the United States as: “First, 
to provide the general agreement with an organizational framework which will 
permit it to operate more effectively and on a permanent basis; secondly, to 
strengthen and simplify the provisions relating to quantitative restrictions im- 
posed for financial reasons; and thirdly, to safeguard the tariff concessions and 
assure their stability, while providing needed flexibility.” 


1. ORGANIZATIONAL FRAMEWORK 


There has been no provision for a formal organization to administer the gen- 
eral agreement. The agreement itself merely provides that “representatives of 
the contracting parties shall meet from time to time for the purpose of giving 
effect to those provisions of this agreement which involve joint action and, gen- 
erally, with a view to facilitating the operation and furthering the objectives 
of this agreement.” The contracting parties acting jointly are designated the 
“contracting parties.” 

Pursuant to this provision, the contracting parties have met at least once each 
year. They have developed certain supplementary arrangements for the han- 
dling of intersessional business and for secretarial services. While this make- 
shift machinery has been effective, as evidenced by what has been accomplished 
under the general agreement, it has failed increasingly to meet the full need 
as the volume and importance of the problems which countries have brought to 
the contracting parties have grown. 

The United States wanted a formally established, permanent organization, 
equipped to deal quickly and effectively with the problems which arise under the 
agreement and to serve as a general forum for consultation on trade problems, 
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as the contracting parties have done. With the recommendation of the Randall 
Commission in mind, it wanted to have the revised organizational provisions set 
out in a separate agreement from that containing the tariff schedules and the 
trade rules. 


2. BALANCE-OF-PAYMENTS RESTRICTIONS 


One cornerstone of the general agreement is the “no-quota rule” in article XI, 
which states that “no prohibition or restriction other than duties, taxes, or other 
charges” * * * shall be used by one contracting party against the import or 
export trade of another contracting party. Another is the “nondiscrimination 
rule” in article XIII, which says that, where import or export quotas are im- 
posed under an exception, they shall apply on an equal basis to all contracting 
parties. As an exception to these rules, countries in balance-of-payments diffi- 
culties are allowed to use import restrictions, including discriminatory ones, to 
the extent needed to protect their financial position. 

In light of the improvement in the financial position of many countries since 
1947, the United States sought a revision of the provisions governing the balance- 
of-payments exceptions of the agreement to increase their usefulness in pro- 
moting the removal of trade restrictions imposed for financial reasons. 


3. TARIFF CONCESSIONS 


The firm life of the tariff concessions now bound under the agreement was 
scheduled to expire as of June 30, 1955, in the sense that a country, after that 
date, would be free to renegotiate a concession at any time for any reason and 
would have the ultimate right to withdraw the concession unilaterally. This 
is to say, it could withdraw the concession even if it failed to reach agreement 
ohn a compensatory settlement with the country with which the concession was 
first negotiated. The latter country could then restore the balance by with- 
drawing an equivalent concession. 

The contracting parties have been reluctant to risk the “unraveling” of the 
structure of tariff concessions now bound under the agreement by permitting 
this process of withdrawal and retaliation to set in, and have twice deferred 
the date on which the rights of renegotiation and unilateral withdrawal under 
article XXVIII were to become available. In exceptional circumstances, where 
relief from a particular tariff concession has been needed, they have authorized 
renegotiation of the concession and its modification or withdrawal by consent 
of all contracting parties. 

The United States wanted a revision of article XXVIII that would renew 
the firm life of the tariff concessions either indefinitely or for successive periods 
under an automatic formula. It also wanted to have incorporated into the 
article procedures for the renegotiation of individual concessions in special 
circumstances, such as have been informally applied in the past. 


4. OTHER OBJECTIVES 


A further major objective of the United States in the review was to eliminate 
the possibility that agricultural import restrictions which the President is re- 
quired to impose under section 22 of the Agricultural Adjustment Act, as 
amended, may not fall within any of the exceptions of the agreement and thus 
may conflict with United States obligations under the agreement. The United 
States wanted to have some accommodation of its position under the agree- 
ment to remove any possibility of conflict between section 22 and its obliga- 
tions as a contracting party. 

The United States favored a recasting, along more practical lines, of the 
special provisions for assistance to economic development. The underdeveloped 
countries came into the general agreement on the understanding that, subject to 
reasonable limitations, they would be able to increase tariff rates or use other 
protective devices where necessary to promote their economic development. The 
preseny article XVIII has offered them special facilities for the adjustment of 
tariffs and the use of import restrictions, but they have found its procedural 
requirements so onerous as seriously to limit its usefulness. If it was hoped 
to strengthen the basic provisions of the agreement, some revision of the article 
which provides the exceptions required by underdeveloped countries appeared to 
be essential. 

The United States also favored a strengthening of the provisions relating to 
Subsidies, The absence of accepted standards as to what is sound and fair prac- 
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tice in the use of export subsidies has given rise to friction in the foreign eco- 


nomic relations of the United States and also works 10, disadvantage of 
American exporters. The United States hoped that r om subsidies, 
consistent with United States practice and policy, mig! hich would 
result in an absolute ban on export subsidies on ma a pro- 


red goods 
hibition against their use to acquire more than an equitable share of the market 
for any agricultural product. 

The United States had one important negative ptirpose in the review. This 
was to defeat efforts which it knew would be made te broaden the sé@ope of the 
agreement—or the responsibilities of the organization 0 ‘administer 
the agreement—beyond the restricted field of tariffs and ‘general commercial 
policy now covered by the agreement. 





C. ORGANIZATION OF THE REVIEW — 


The review of the agreement was scheduled as an item on the agenda of the 
regular ninth session of the contracting parties. It was handled, in a sense, 
as a conference within a conference. The review began on November 8, 1954, 
the beginning of the second week of the ninth session and carried through to 
its close on March 7, 1955. During this period, action proceeded concurrently 
on the review and on such items of regular ninth session business as had not 
been disposed of in the first week, with priority given at all times to the review. 

The contracting parties had been asked to indicate in advance of the ninth 
session, if possible, what proposals they planned to make for the review. Some, 
including the United States, arranged to do this. In general, however, it was 
not until the opening of the review and the initial speeches by heads of delega- 
tion that governments began to disclose what they hoped to accomplish in the 
revision of the agreement. 

A steering group was created to coordinate the proposals for the review, recom- 
mend the organization of working parties, and otherwise expedite the work of the 
review. Its members were the Chairman and 2 Vice Chairmen of the contracting 
parties and 4 delegates selected for their personal competence and experience: 

Mr. L. Dana Wilgress, Canada, Chairman of the contracting parties 
Mr. Fernando Garcia Oldini, Chile, Vice Chairman 

Mr. Gunnar Seidenfaden, Denmark, Vice Chairman 

Mr. Aziz Ahmad, Pakistan 

Mr. Winthrop G. Brown, United States 

Mr. Andre Philip, France 

Mr. Cyril Sanders, United Kingdom 

After two rounds of plenary debate, four principal working parties were estab- 
lished to consider in detail the various proposals made by governments. These 
working parties were concerned with (1) quotas, (2) tariffs, (3) other barriers 
to trade, and (4) organizational and functional questions, respectively. They 
in turn established subgroups, as required. 

Working parties were also established to handle two important problems 
which, while officially treated as ninth session business, grew out of problems 
raised in the review and were in that sense an integral part of that operation. 
These were the request of the United States for a waiver for its section 22 
actions and a proposal of the United Kingdom to provide special assistance to 
dependent overseas territories. 

As the review progressed, a legal and drafting committee was required to 
advise on legal questions encountered by working parties, review and improve 
the drafting of legal texts, and secure conformity between the texts in the two 
official languages, English and French. 

No powers of final decision were delegated to any of these groups. If a sub- 
group or working party decided a proposal lacked sufficient support and recom- 
mended against proceeding with it, any government so desiring was, nonetheless, 
free to revive the proposal at a higher level. This rarely happened. It was 
usually possible to reach agreement at the working-party level upon recommenda- 
tions which would command the necessary support for approval by the contract- 
ing parties. 

As a rule of procedure, the contracting parties required that ‘the inclusion of a 
proposed amendment in the protocols of amendment be approved by a majority 
of two-thirds of the votes cast. Most other major decisions of the review were 
subject to this same requirement. 
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D. ACTIVITIES OF THE WORKING PARTIES 


There were several hundred specific proposals to be considered by the review 
working parties and their subgroups, ranging from suggestions that minor tech- 
nical amendments be made to some that would alter the form or fundamental 
principles of the agreement. 

The working parties often recommended disposing of the problem which 
prompted a proposal to amend the agreement by some other means than an 
amendment. This might be an interpretative note, which would be an integral 
part of the agreement, yet would avoid lengthening or complicating the articles 
of the agreement; agreed language in the final report of the working party to 
place on record an understanding as to how the problem could be met under 
existing provisions of the agreement; a decision to waive an obligation of the 
agreement to the limited extent required to accommodate the problem; assur- 
ances that a future application for a waiver, under specified conditions, would 
receive sympathetic consideration ; or a resolution. The contracting parties have 
not commonly had resort to resolutions as a means of promoting their objectives, 
being able to take more specific forms of action, but occasionally in the review 
a resolution offered a way out of a difficulty. 

The following summary of the principal problems handled by each of the work- 
ing parties gives the story of the conference in brief. It suggests why the success 
of the review is to be measured as much by what was disapproved as by what 
was approved. Unless otherwise stated, the recommendations of the working 
parties were accepted by the contracting parties, subject to the drafting changes 
of the legal and drafting committee and a few other nonsubstantive changes. 


1. REVIEW WORKING PARTY ION QUANTITATIVE RESTRICTIONS 


This working party reviewed proposals for changes in the text or application 
of articles XI and XIII, which contain the no-quota and nondiscrimination rules; 
articles XII and XIV, which provide balance-of-payments exceptions to these 
rules; and article XV, which deals with the relationship of exchange problems 
within the jurisdiction of the International Monetary Fund to trade problems 
within the jurisdiction of the general agreement. Working party I also had 
responsibility for developing the sections on quantitative restrictions in the 
revised article XVIII on assistance to economic development. 

The activities of the working party divided into three main parts—balance-of- 
payments restrictions; restrictions for economic development; and other restric- 
tions for protective purposes. Subgroups were created for each of these areas 
of responsibility. There was also a subgroup on the relations between the general 
agreement and the International Monetary Fund. 

The working party’s review of articles XI to XV showed that the basic rules 
of these articles were sound and that the chief exceptions to them could not be 
much more tightly drawn, insofar as the criteria governing them were con- 
cerned. What was primarily needed was a change in procedures to permit a 
closer serutiny of the use made of the exceptions and a more effective means of 
promoting full compliance with the rules. It was generally accepted from the 
outset that the underdeveloped countries would be subject to special provisions 
on the use of quantitative restrictions for balance-of-payments and development 
purposes. This removed what might otherwise have been a major deterrent to 
maintaining and increasing the strength of the general provisions on quotas. In 
the end it proved possible to incorporate some of the important new features of 
the revised article XII in article XVIII. 


(a) Balance-of-payments restrictions 


Several countries felt that there should be no change in articles XII to XV. 
Some suggested a change which would have weakened these provisions by per- 
mitting the relaxation and elimination of balance-of-payments quotas to become 
a matter for negotiation among individual contracting parties. Most countries, 
however, were in favor of simpler and tighter balance-of-payments exceptions. 

The most far-reaching proposal that was put forward toward this end would 
have required a country to obtain formal approval from the contracting parties * 


net after its establishment, the Organization for Trade Cooperation. For simplicity, 
throughout the following discussion reference will be made solely to the contracting parties 
as administering proposed provisions of the agreement, but it should be understood that 


the function would be performed by the Organization, after the agreement on the OTC 
enters into force. 
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for the imposition of new restrictions or the maintenance of existing restrictions 
beyond a defined limit of time. This approach met with little support. The 
attitude of most governments was that they could not subject to formal approval 
by the contracting parties their right to determine when it was necessary to 
impose restrictions to protect their external financial position and when it was 
safe to eliminate such restrictions. This attitude did not imply a desire to 
retain a completely free hand in the use of quotas. These same countries were 
not unwilling to accept an obligation to adhere to certain criteria governing the 
use of restrictions and to take whatever consequences might follow if they 
failed to live up to their obligations. They insisted only that their right to act 
in any given situation must not be impaired by an obligation to obtain the 
formal approval of the contracting parties. 

Agreement was reached, however, upon substantially improved procedures for 
applying the balance-of-payments exceptions which will, in effect, require “dis- 
approval” by the contracting parties of any restrictions which they cannot approve 
as consistent with the rules. Under the amended article XII, the contracting 
parties will be required to conduct annual consultations with all countries main- 
taining balance-of-payments restrictions under the article and, in any case 
where an infringement of the rules of articles XII, XIII, or XIV is found, to 
indicate the nature of the inconsistency. If the infringement is of a serious 
nature, the contracting parties must also initiate action to secure compliance, 
and, should this fail, may authorize compensatory action by countries injured 
by the restrictions. 

To be effective, these new procedures will require improved administrative 
arrangements for the conduct of consultations. The working party gave some 
attention to what was needed in this respect and recommended that the problem 
be studied further by the executive secretary with a view to having concrete 
proposals for consideration at the 10th session. 

After examining a number of proposals for revision of the rules of article XII, 
as distinct from its procedural requirements, the working party recommended 
several changes which will make the rules simpler and somewhat stricter. The 
changes will give the contracting parties greater freedom in consultations with 
restricting countries to encourage changes in domestic policies which tend to 
prolong or aggravate a bad balance-of-payments situation. It was only because 
they were considered unnecessary that certain other proposals designed to 
strengthen the rules were not approved, for instance, a proposal by the United 
States which would have added an obligation to minimize the incidental protec- 
tive effects of restrictions. It is recorded in the working party report that the 
intent of this proposal was acceptable but that it was considered unnecessary, 
in view of existing obligations to avoid uneconomic employment of productive 
resources and unnecessary damage to the commercial and economic interests of 
other contracting parties. 

Proposals for amendments which would have created new exceptions to the 
nondiscrimination rule were not approved. Certain of these would have per- 
mitted contracting parties to discriminate against a country which is persistently 
a creditor, or to disregard the rules on both discrimination and quotas if they 
considered this necessary to protect themselves against inflationary or defla- 
tionary pressures from abroad. After lengthy debate, agreement was reached 
that these proposed measures were not needed since consultation or action on 
the problems to which they were directed was already possible under the general 
agreement and the rules governing operations of the International Monetary 
Fund (of which virtually all contracting parties are members). 

There was also a strongly backed proposal that an exception to the nondis- 
crimination rule be provided for countries which are working for economic 
integration through special regional arrangements. Behind this proposal was the 
concern of the members of the Organization for European Economic Cooperation 
that they might be forced to take a backward step in their program for liberalizing 
trade among themselves, if not given this limited right to discriminate. It was 
the consensus that this fear was unjustified and that, should the problem arise, 
it could be handled at the time, if necessary, through a waiver. 

An extensive revision was recommended for article XIV (exceptions to the 
rule of nondiscrimination), but this was directed chiefly toward simplifying and 
shortening the article, without altering its concept that discriminatory restric- 
tions may be used only to the extent required for balance-of-payments purposes. 

A number of proposals for minor changes in articles XIII and XV were not 
approved. 

(The recommended changes in arts. XII and XIV. as annroved bv the con- 
tracting parties, are described in more detail on pp. 1162-1163.) 
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(b) Economic development 


The work of the subgroup concerned with restrictions for economic develop- 
ment was unique in that there was advance agreement by virtually all contracting 
parties that existing provisions on assistance to economic development were too 
cumbersome and, in some respects, too strict and that they should be replaced 
with new provisions drawn in the light of experience. A draft of a completely 
new article had been prepared by the Secretariat in advance of the session and 
was the point of departure for the subgroup’s work. 

(i) Balance-of-payments restrictions.—It was generally accepted that special 
balance-of-payments provisions for underdeveloped countries should be included 
in the new article XVIII. Agreement as to the details of such provisions was 
delayed until the major decisions had been reached in revision of the general 
balanee-of-payments provisions of the agreement. It was then proposed that 
the consultation provisions which had been worked out for article XII be adapted 
to the special circumstances of the underdeveloped countries, and replace the 
provisisions of the Secretariat draft, which would have required consultation 
only when the justification for a country’s restrictions was questioned by another 
contracting party. 

The initial resistance to this proposal was overcome when it was agreed that 
the contracting parties would be instructed to pay due regard to the special 
situation of the underdeveloped countries, as set out in the preamble of the 
revised article, and that consultations would be required at intervals of approxi- 
mately 2 years, instead of 1 year as for the developed countries. The latter pro- 
vision allows for the practical difficulties the underdeveloped countries may have 
in preparing the documentation and sending the financial experts needed for 
these consultations. The section, as finally recommended, is otherwise patterned 
upon the form and substance of the existing article XII. 

(ii) Protective restrictions.—The provisions of the existing article on import 
restrictions for development purposes have not been considered satisfactory 
principally because they have required a country to obtain prior approval from 
the contracting parties before imposing a restriction, whether or not it was 
able and willing to offer some adequate compensatory adjustment to affected 
countries. The Secretariat draft proposed to eliminate this rigid requirement 
of prior approval, substituting prior notification to the contracting parties, con- 
sultation upon request, and adjustment in certain conditions. To limit the 
applicability of this and other more liberal provisions, the Secretariat draft 
had made it explicit that the article was to be invoked only by underdeveloped 
countries and only for the protection of new industries. 

The most strongly backed proposals for changes in the draft provisions on 
protective quotas were intended to restore the two features of the existing article 
thus omitted, i .e., the right to invoke the special facilities of the article for the 
protection of existing as well as new industries and the right of the more 
developed countries to have recourse to these facilities. 

The principle was upheld that the special facilities of the article are only to 
be used to assist in the “establishment” of industries, but it was agreed that this 
term should not be too narrowly interpreted. It might cover, for instance, a 
complete change in the character of an industry by conversion from small-scale 
hand production to more modern methods, or by the substantial expansion of 
very small industries. Similarly, it was agreed that the more liberal provisions 
of the new article would be available only to the underdeveloped countries, but 
that a section applicable to other countries would be added to preserve their 
right to use quotas for development purposes subject to the prior approval of 
the contracting parties. 

As a further departure from the Secretariat draft, it was agreed that an 
underdeveloped country proposing to apply protective quotas on bound items, 
1. @., products on which tariff concessions have been made, would be required 
to follow stricter procedures than prior notification and consultation upon 
request. What was finally recommended in this matter was patterned in part 
npon procedures worked out for the renegotiation of tariffs by Review Working 
Party II. It was recommended that a country be required to obtain the con- 
currence of the contracting parties before imposing quotas on bound items. 
This will be after consultation with affected countries. If the contracting 
parties are not satisfied that the measure is required or that all reasonable effort 
has been made to reach agreement with affected countries, they may withhold 
their approval. 


(For further details on these and the foregoing provisions on economic devel- 
opment, see pp. 1164-1165. ) 
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(c) Other protective quotas 


A series of proposals for substantive amendments of article XI were reviewed, 
some of which would have resulted in a tighter rule, some the reverse. None 
of these was approved. It was generally agreed that the no-quota rule, as stated, 
is satisfactory and that it is so basic to the strength of the agreement that it 
should not be altered. 

The important issue for the subgroup concerned with “other protective quotas” 
was how to handle the so-called “hard-core problem,” the problem some countries 
will face in eliminating all balance-of-payments restrictions promptly when the 
fipancial justification for them ends. In some cases where there has been inci- 
dental protection to domestic producers, special difficulties of a social or political 
nature will arise, as for instance where increased foreign competition will jeop- 
ardize the small farms and industries which have been established for the 
resettlement of refugees from Eastern Europe. The countries concerned felt 
they must have reasonable assurance that they would be released from the 
terms of article XI for a long enough time to make adjustments in these cases, 
if they were to consent to any strengthening of the balance-of-payments articles. 

The initial proposals were that the agreement be amended to provide concrete 
assurances of favorable action upon an application for a waiver, subject to 
certain strict conditions. To avoid establishing a permanent procedure for a 
temporary problem, the working party ultimately recommended that these assur- 
ances be given in a decision of the contracting parties and that the period 
in which they may be invoked be limited. A decision was drafted which pro- 
vides for temporary waivers from the no-quota rule, subject to prior approval 
of the contracting parties in each case, if certain strict requirements are met. 
These include a time limit on the waiver and obligations imposed upon the 
applicant country to eliminate the restrictions within a specified period and to 
allow a minimum share of the market to imports in the interim. (For a further 
description, see pp. 1166-1167.) 

These are conditions which are substantially stiffer than those which were 
being worked out at the same time, in a different working party, for the waiver 
requested by the United States to cover import restrictions imposed under 
section 22 of the Agricultural Adjustment Act, as amended. The request of the 
United States for such a waiver and the request of other countries for some 
accommodation of their “hard-core problem,” which is primarily agricultural, 
were sufficiently similar in character and significance that parallel treatment of 
the two requests might have been expected. It is both an achievement of nego- 
tiation and testimony to a desire to keep the agreement as effective as possible 
that the governments which may make use of the hard-core decision accepted 
restrictions which the United States, with respect to section 22, could not 
accept. : 


(d) GATT Fund relations 


The report of the special subgroup on GATT fund relations presented certain 
recommendations for closer coordination of the work in the general agreement 
on trade restrictions and the work in the International Monetary Fund on 
exchange restrictions. The working party recommended that the contracting 
parties approve these recommendations, pursuant to which, among other things, 
discussions are to be initiated with the fund staff looking toward a formal 
agreement between the two organizations. 


(2) REVIEW WORKING PARTY II ON TARIFFS, SCHEDULES AND CUSTOMS ADMINISTRATION 


The most important responsibilities of this working party were the review 
of proposals on the status of the tariff concessions which are part of the 
agreement, on procedures for renegotiating them, and on plans for further tariff 
reductions. In this connection, the working party was asked to recommend the 
action to Lie taken on two regular ninth session items which related to tariff 
reductions and the status of the schedules. In addition, the working party exam- 
ined proposals with respect to most-favored-nation treatment, customs admin- 
istration and miscellaneous technical problems associated with the binding 
of tariffs. A subgroup was formed for each of these two main categories of 
work. A technical group on customs administration was aiso established under 
the working party to give initial review to all proposals on customs matters. 


(a) The tariff concessions 


From the outset, it was generally agreed that the revision of article XXVIII, 
which governs the status of the tariff concessions, should provide both stability 
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by renewing the concessions for a further period, and “flexibility,” by incorporat- 
ing procedures for the renegotiation of individual concessions in special cir- 
cumstances. It was recognized that the 34 countries in the agreement could 
not reasonably be expected to bind for a further extended period the thousands 
of tariff concessions they have negotiated, if they were not allowed, as required 
in special circumstances, to adjust individual rates during the bound period. 

There was little initial agreement, however, on where the balance between 
“stability” and “flexibility” should be struck. At one extreme, there was a 
suggestion that the tariff schedules be rebound indefinitely and that the right to 
renegotiate apply only in exceptional circumstances, with no right of unilateral 
withdrawal. At the other extreme were proposals which, taken together, would 
have bound the schedules for a short period only and offered such liberal op- 
portunities for withdrawing concessions during the bound period as to be tanta- 
mount to granting unrestricted rights of renegotiation and unilateral with- 
drawal. 

Between these extremes lay a wide selection of possibilities, there being many 
variables in the formula. The principal points at issue concerned renegotiation 
procedures for the bound period: whether a country desiring to withdraw or 
modify a concession should be required to obtain prior authorization from the 
contracting parties and make a showing of exceptional circumstances, be re- 
quired to negotiate with all substantially interested countries, and be blocked 
from making the tariff adjustment if it could not secure their agreement, con- 
sistent with the informal procedures that have been applied to the renegotiation 
of bound rates in the past, or whether itshould be allowed to use the relatively 
easier procedures which article XXVIII provides for renegotiations at the end 
of a bound period. The attitudes of many governments toward the further bind- 
ing of the tariff concessions were dependent upon the decisions on these points. 

The working party finally negotiated a package proposal for amendment of 
article XXVIII that renews the firm life of the tariff concessions until January 
1, 1958, and provides for further automatic renewals for specified periods of time; 
introduces procedures under which the renegotiation and withdrawal of con- 
cessions during a bound period may be authorized by the contracting parties in 
special circumstances ; and continues existing procedures for renegotiation at the 
end of each bound period, with a change in the requirement as to participation. 

When the proposal was made that all substantially interested countries have 
the right to participate in any renegotiations, it was opposed by many countries 
because of their fear that the proceedings would be unduly prolonged and a 
country forced to pay a multiple and excessive price for the modification of a 
tariff concession. The working party finally recommended a compromise for- 
mula, to be applicable both in a bound period and at its end, which gives pro- 
tection against these dangers yet broadens the scope of negotiations to include, 
in addition to the country which originally negotiated the concession, the coun- 
try with the “principal supplying interest.” This may mean a country which 
might have been the principal supplier in the absence of discriminatory import 
restrictions (a point of importance to the United States) or even one which is in- 
terested because a major part of its trade is affected. 

It was agreed that a deadlock in renegotiation proceedings during a bound 
period could be referred to the contracting parties for their recommendations as 
toa settlement. If a settlement is still not achieved, but the contracting parties 
find that the applicant country has offered adequate compensation or not un- 
reasonably failed to do so, the country may proceed to withdraw the concession 
in question, subject to possible compensatory withdrawal of concessions by 
affected countries. 

(Further details on the revision of art. XXVIII, are on pp. 1163-1164.) 

A somewhat similar procedure was recommended by the working party for 
breaking deadlocks in renegotiations of tariff concessions undertaken under 
article XVIII (Assistance to Economic Development). A country may proceed 
with a tariff change, even in the absence of agreement with the countries affected, 
provided the contracting parties find that it has either offered adequate com- 
pensation or made every reasonable effort to do so. This is a possibility that 
does not exist under the existing article (see also p. 1166). 

The decisions on article XXVIII provided the basis for the decision which 
had to be taken at the ninth session on the status of the tariff concessions after 
June 30, 1955 (agenda item 5). Since the proposed amendments of the agree- 
ment might not be in effect by that date, the working party recommended that 
contracting parties extend the firm life of the concessions until January 1, 1958, 
by accepting a declaration to that effect. Some countries wanted to renegotiate 
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certain rates, under the authority available to them on July 1, 1955, before accept- 
ing this extension. The working party recommended that the declaration allow 
a 3 months’ period from July 1 for completion of such negotiations as had been 
initiated by them. 

To reduce the pressure upon governments to renegotiate rates before entering 
into the new bound period, the working party also recommended that steps be 
taken to make the procedures for renegotiating bound rates which were being 
proposed for article XXVIII and article XVIII applicable without delay (see 
also p. 1166). 


(b) Further tariff negotiations 


The working party considered proposals that provisions on tariff negotiations 
be added to the agreement, the effect of which would have been to commit gov- 
ernments to negotiate for further tariff reductions and to use a special negotiating 
technique, designed to bring all tariffs within a common, moderate range, which 
has been given technical study by the contracting parties in the past. 

Certain low tariff countries of Europe have for some time urged that the 
reduction of high tariffs be an objective of the general agreement and that nego- 
tiating rules be adopted which will help to reduce the disparities in existing 
tariff rates. Their interest in this matter was intensified by the plans for 
strengthening the balance-of-payments articles. As the incidental protection 
of quotas is eliminated, the small protection derived from their tariffs becomes 
increasingly a practical disadvantage to them in relation to the high-tariff coun- 
tries. Moreover, they fear that governments may tend to increase tariffs in 
an effort to maintain the degree of protection enjoyed during the period of 
balance-of-payments restrictions. To meet this latter point, they recommended 
that a tariff increase which impairs the expected benefits from the suspension 
of quotas be made a matter for referral to the contracting parties. They main- 
tained that some decisive action must be taken against high tariffs if they were 
to consent to tighter balance-of-payments provisions. 

The foregoing proposals would have involved commitments as to the timing 
and procedures of further tariff negotiations and as to action on unbound tariffs 
which most governments could not accept. For these and other reasons, they 
were not approved. The working party recommended, however, that a new 
article be added to the agreement which, without obligating governments in 
any way, takes note of the contribution tariff reductions can make to the ex- 
tension of trade and explicity authorizes the contracting parties to sponsor 
negotiations to this end. The article also takes note of the new negotiating 
technique as one of several which might be used. It leaves the question of 
what rules should govern future negotiations for decision at the time of the 
negotiations (see also p. 1164). 

At the eighth session, the report of the pecial working group which had studied 
the technical aspects of the proposed new negotiating technique had been referred 
to governments for consideration and comment, preparatory to an examination 
by the contracting parties of the questions of principle involved. As item 4 on 
the ninth session agenda, the contracting parties were scheduled to consider 
what further steps might be taken toward the reduction of tariffs and what pro- 
cedures should be established. When review working party II took up these 
questions, it found that no decision was then possible as to plans for further 
tariff negotiations. It recommended, however, that a special working party be 
established to carry on the study of plans and procedures for the reduction of 
tariffs. The working group would be instructed to recommend the convening 
of a tariff conference when it felt that progress could be made, and to make 
preparations for such a conference. 


(c) Preferences 


There were several proposals to modify the present application of the no- 
preference rule of article I, none of which was approved. One of these would 
have permitted slight changes in margins of preferences which might follow from 
adjustments in import duties or taxes; another would have permitted the nego- 
tiation of increases in margins of preferences, subject to the approval of the 
contracting parties ; a third would have permitted new preferential arrangements 
where this would contribute to economic development or reconstruction. The 
working party believed that any proposals for new preferences should be con- 
sidered, as the need arises, under the general waiver provisions of the agreement. 
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(d) Customs administration 


A number of proposals for amendment of the technical articles of the agree- 
ment which have regard to customs administration were considered, certain of 
which would have imposed new obligations upon the contracting parties with 
respect to their methods of valuation for customs purposes or related matters. 
It became clear, however, that the articles had been carefully drafted initially 
and required little change. A few amendments were recommended by the 
working party, but none that affects the substance of the articles or appre- 
ciably alters the obligations of contracting parties. 


3. REVIEW WORKING PARTY III ON OTHER BARRIERS TO TRADE THAN TARIFFS AND 
RESTRICTIONS 


The principal work of this group was the review of proposals for strengthen- 
ing the provisions of the agreement which relate, directly or indirectly, to 
export policies which may impede normal trade. One subgroup reviewed the 
numerous proposals for amending the articles on subsidies (article XVI) 
and on antidumping and countervailing duties (article VI). Another considered 
the proposed addition to the agreement of provisions governing the liquidation 
of agricultural surpluses and noncommercial stocks. In addition, this group 
considered amendment of the state trading provisions (which are principally 
in article XVII) and the “general exceptions” of the agreement (article XX). 


(a) Subsidies 


The present article XVI contains no criteria on the use of subsidies. It merely 
requires a country maintaining subsidies which increase exports or decrease im- 
ports to notify the contracting parties and, if there is serious prejudice to the 
interests of others, discuss upon request the possibility of limiting these subsidies. 
There was general agreement that something more than this was desirable to 
fill the need for some accepted standards on the use of export subsidies. 

Some governments would have preferred a ban on all export subsidies. Others 
would have acepted such a ban with some exception for agricultural subsidies. 
The United States proposed a complete ban on export subsidies on manufactured 
goods and a prohibition on their use to acquire more than an equitable share 
of the export market for any agricultural product. 

There was considerable objection in the working party to treating manu- 
factured products more rigorously than agricultural products. Ultimately, the 
working party agreed on a compromise formula under which (a@) export sub- 
sidies on manufactured products or other nonprimary products would be 
banned from January 1, 1958, subject to possible exceptions on an individual 
basis, while new or increased subsidies on such products would be prohibited 
in the interim, and (0b) the use of export subsidies on primary products to 
acquire more than a fair share of the world export trade would be prohibited. 
When the working party’s recommendation was reviewed by the contracting 
parties, it was agreed to change the timing of the ban on subsidies on nonprimary 
products to January 1, 1958, or the earliest practicable date thereafter (for 
udditional details, see p. 1165). 

There were proposals for restrictions on the use of other artificial incen- 
tives to exports and on domestic subsidies, but these drew little support and 
were not approved. 

(b) Antidumping and countervailing duties 

To supplement the subsidy provisions, there were a number of proposals 
for changes in the provisions on antidumping and countervailing duties of article 
VI. It was suggested that the use of import quotas to offset dumping or sub- 
sidization be permitted, and that the “third-country” provision of article V1:6 
he made more strict. Under the present provision, an importing country may 
receive authorization from the contracting parties to apply countervailing or 
antidumping duties against a country subsidizing or dumping its exports for 
the benefit of a third country affected by such exports. It was proposed that the 
use of such duties might be required by the contracting parties, or permitted 
without their prior authorization, if the exports caused significant injury to 
the industry of the third country. 

None of these proposals was approved. The working party recommended 
an amendment which makes it mandatory upon the contracting parties to ap 





1156 CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 


prove any request for permission to use countervailing duties on behalf of a 
third country, if they find that material injury to the industry of the third 
country is caused or threatened by subsidized exports. There will be no require- 
ment upon an importing country to impose such duties, however. 

The working party also recommended an amendment that permits an im- 
porting country, in exceptional circumstances, to impose countervailing duties 
on behalf of a third country without prior authorization, subject to notification to 
the contracting parties and withdrawal of such action if they disapprove. (See 
also p. 1165.) 

(c) Liquidation of stocks 

There was strong interest in adding to the agreement one or more articles obli- 
gating governments to consult with other supplying governments when disposing 
of surplus stocks of agricultural products or liquidating strategic stockpiles. 
There was majority support for an article governing the disposal of surplus 
agricultural commodities. The United States indicated that, although fully pre- 
pared to consult, it could not accept a formal commitment in the general agree- 
ment to this effect. The working party accordingly recommended that the con- 
tracting parties simply approve a resolution endorsing the principle of consulta- 
tion. A similar resolution on the liquidation of strategic stockpile was recom- 
mended, when it was apparent that unanimous agreement on terms of an arti- 
cle could not be achieved. The resolutions are in the nature of recommendations. 
They involve no commitments. The existing practices and policies of the United 
States with respect to its agricultural surpluses and strategic stockpile substan- 
tially conform to the recommendation. 


(ad) State trading and general exceptions 


A few countries were interested in amending the provisions of the agreement 
on state trading, particularly to provide tighter rules governing import monop- 
olies. Most countries were not prepared to go as far as these proposals en- 
visaged. The working party recommended certain changes in article XVII, the 
principal effect of which will be to provide for better information on import 
operations of state trading enterprises. 

The working party also recommended certain changes in the general excep- 
tions which had been included in the agreement to meet temporary problems of 
the postwar period (pt. II of art. XX). 


4. REVIEW WORKING PARTY IV ON ORGANIZATIONAL AND FUNCTIONAL QUESTIONS 


The working party reviewed the proposals on the organizational arrange- 
ments for administration of the general agreement and the proposals for ex- 
tending the scope of the agreement, i. e., adding articles on new subjects lying 
outside the field of tariffs and general commercial policy. In addition, the work- 
ing party handled the legal questions arising in the review, such as amend- 
ment procedures, entry into force, and provisional application. Three subgroups 
dealt with organizational questions, commodities, and miscellaneous items, 
respectively. 

(a) Agreement on the Organization for Trade Cooperation 


The working party supported the United States proposal that the “organiza- 
tional provisions” of the general agreement be renegotiated and set forth in 
a separate agreement. It drafted the agreement on the Organization for Trade 
Cooperation, which, when accepted by governments, will establish a formal organ- 
ization to administer the general agreement and perform certain general func- 
tions in the field of international trade of the sort now performed by the con- 
tracting parties. The agreement on the OTC contains basic provisions on struc- 
ture, membership, functions, and powers such as are appropriate to the con- 
stitution of an intergovernmental organization. It also contains a section on 
specific functions to be performed in administering the general agreement, which 
includes some provisions taken in substantially their present form from the 
general agreement. The working party recommended that these and certain other 
“organizational provisions” be deleted from the general agreement at the time 
the agreement on the OTC enters into force. (See pp. 1161-1162.) 

In determining what general functions should be given the proposed organiza- 
tion, the working party considered a proposal that the power to administer agree- 
ments other than the general agreement be included. The issue was whether the 
Organization should be enabled to extend the scope of its major responsibilities 
into matters apart from tariffs and general trade policy through the admin- 
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istration of agreements on such additional matters. It was decided that this 
possibility should not be allowed. 


(b) Scope of the general agreement 


Another way in which the responsibilities of the contracting parties, and in 
time the OTC, might have been extended into new fields would have been to add 
provisions on new subjects to the general agreement itself. There were various 
proposals to this effect. There was strong support for adding provisions estab- 
lishing rules on international commodity agreements, and some interest in add- 
ing provisions on the control of restrictive business practices. There were also 
proposals that the general agreement include provisions on such matters as full 
employment, international investment for economic development, double taxa- 
tion, transport insurance, and monopolistic practices in transport and shipping. 

The working party approved none of the proposals to bring new subjects within 
the scope of the general agreement. This outcome, with the decision that the 
Organization would not have powers of administration in resepet of agree- 
ments other than the general agreement, placed the limits upon the present 
and potential responsibilities of the new Organization which the United States 
had sought. 

Unlike the United States, many governments considered it desirable that the 
proposed new Organization be given comprehensive responsibilities in the field 
of international economic relations, such as the International Trade Organiza- 
tion would have exercised had it been established. While not wanting the 
Organization to dissipate its energies by taking on too many responsibilities, 
most governments were prepared to support a moderate extension of responsi- 
bilities, if it appeared a useful purpose would be served, and felt that in all 
prudence the way should not be closed to the assumption of new administrative 
responsibilities, when and as future circumstances might dictate. Some be- 
lieved that an express purpose of the review should be to correct what they 
regarded as a gap, or imbalance, in the general agreement, by supplementing 
its trade rules with provisions on specialized trade problems, such as restric- 
tive buiness practices and commodity agreements, which were the subjects of 
chapters V and VI of the charter for an International Trade Organization. 
This could be done either through additions to the general agreement itself or 
through supplementary agreements administered by the Organization for Trade 
Cooperation. 

Other governments, however, also recognized the importance of avoiding action 
that might make it difficult for the United States to join the Organization for 
Trade Cooperation. In the end, the United States position as to the scope 
of the general agreement and the functions of the Organization was accepted. 

To meet the concern behind the proposal to add an article on international 
investment for economic development, the working party proposed that the 
contracting parties approve a resolution recommending that both governments 
able to provide capital and governments desiring to attract it seek to create 
conditions which will stimulate the international flow of capital. 


(c) Commodity policy 


As an alternative to the proposal that a chapter on commodity agreements be 
added to the general agreement, there was before the working party a proposal 
that an independent agreement be negotiated by interested governments to 
establish accepted principles and procedures for international commodity ac- 
tion. After consideration of the two proposals, it was recommended that the 
contracting parties establish a working group to explore the proposal for an 
independent agreement. 

An overwhelming majority of the contracting parties had expressed them- 
selves as favoring some action by the contracting parties during the review 
to establish their interest in international commodity policy. The view was 
widely shared that instability in primary commodity markets is a serious prob- 
lem for whch a framework for international consultation and action should be 
provided and that it would be logical and advantageous to establish this frame- 
work under, or in close relationship to, the general agreement. There were 
varying considerations which led individual governments to this view. 

Countries dependent upon the exports of a few primary commodities, a group 
representing roughly one-third of all contracting parties, consider the instabil- 
ity in the volume and prices of such exports an even greater problem for their 
trade than tariffs and quantitative restrictions. They have regarded the general 
agreement as too exclusively tailored to the needs of the industrialized coun- 
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tries. They felt that there would be a clearer advantage for them in adhering 
to the trade rules of the agreement if it also contained provisions directed to 
this special problem of theirs. 

Another group of governments were concerned over the future status of the 
criteria which have governed international commodity action since the war. 
Certain principles and procedures, designed to protect both consumers and pro- 
ducers and prevent the abuses of the restrictive type of commodity agreement 
known in the past, were recommended to governments by the Economic and 
Social Council of the United Nations in a resolution of March 28, 1947. The 
prospect had arisen that the Council’s recently established Advisory Commis- 
sion on International Commodity Trade would establish jurisdiction over these 
criteria and the whole field of international commodity agreements, unless the 
contracting parties were prepared to do so. The Advisory Commission had de- 
ferred making recommendations to the Council as to its responsibilities in this 
field pending possible action by the contracting parties at their ninth session. 
Many governments thought it important that the contracting parties take this 
opportunity to bring commodity policy under their influence, since otherwise 
there could be no assurance that international commodity policy would develop 
along lines consistent with the commercial policy objectives of the general 
agreement. 

There is, moreover, an essential link between criteria for commodity agree- 
ments and the provisions of the general agreement. A commodity agreement 
which is regarded by governments as necessary and desirable may nevertheless 
involve restrictions on trade which would not be consistent with the general agree- 
ment unless special provision were made for them. For example, import and 
export restrictions may be required to implement the International Sugar Agree- 
ment, in which the United States participates. Accordingly, article XX of the 
general agreement has provided an exception for such commodity agreements as 
conform to the principles and procedures approved by the ECOSOC resolution. 

Upon the working party’s recommendation that the proposal for an independ- 
ent agreement establishing rules for international commodity action be studied, 
the contracting parties established a working party on commodity problems. 
Functioning as an expert group, without committing governments in any way, it 
drew up a partial and tentative draft of a commodity convention that might be 
negotiated among interested governments as something apart from the general 
agreement in membership and administration. This convention has been circu- 
lated to governments to determine the extent of official interest in pursuing this 
approach before further consideration is given to it. The United States declined 
membership on the working party, and indicated that it did not intend to partici- 
pate in the proposed agreement. It was its position that it was neither necessary 
nor desirable to create additional machinery for consultation or action on inter- 
national commodity problems, or a new formulation of principles. 

Review working party IV recommended that the exception in the general agree- 
ment for commodity agreements be revised to apply to any agreement conforming 
to criteria submitted to the contracting parties which are not disapproved by 
them, or to any agreement which is itself submitted and not disapproved. 


(d) Miscellaneous changes in the general agreement 


After considering a proposal that provision be made for consultation with the 
contracting parties regarding any serious decline in foreign purchases of primary 
commodities, the working party recommended that certain rights already present 
in the general agreement be made explicit. It recommended that the new article 
XVIII (assistance to economic development) recognize the problem which under- 
developed countries, dependent upon exports of a small number of primary com- 
modities, face when there is a decline in such sales and that it confirm their 
right to have recourse to the general consultation provisions of article XXII when 
their exports are adversely affected by the actions of other governments. It also 
recommended that this latter article be amended to provide not only for bilateral 
consultation, but also for multilateral consultation on matters which are not 
resolved through bilateral consultations. 

Proposals for the insertion of articles enumerating certain broad purposes and 
objectives for the agreement were considered by the working party but not ap 
proved. It was recommended that the present preamble of the agreement, which 
lists certain objectives, be converted into a numbered article, with the addition of 
a clause relating to economic development. It was agreed that this change would 
involve no increase in the obligations, or diminution of the rights, of contracting 
parties. 
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The working party recommended the deletion of article X XIX, which dealt with 
the relation of the general agreement to the Habana charter, as well as references 
to that article and other references to the charter throughout the agreement. 

(e) Definitive application of the general agreement 

The most significant of several legal questions before the working party related 
to the present provisional status of the general agreement. What this provisional 
status has meant, aside from its connotations of impermanence, is that (@) con- 
tracting parties have been free to withdraw from the agreement in any circum- 
stances upon 60 days’ notice (rather than the 6 months’ notice required by article 
XXXI), and (b) they have agreed to apply the provisions of part II of the agree- 
ment, which contains most of the general “trade rules,” only to the fullest extent 
not inconsistent with domestic legislation existing when they completed negotia- 
tions to become party to the general agreement. 

There was a general sentiment that the general agreement, when amended, 
should enter into force definitively as soon as possible. It was clear, however, 
that definitive application would not soon be possible for some governments if it 
would involve bringing all domestic legislation promptly into conformity with 
the agreement. The working party recommended that the contracting parties be 
permitted to accept the definitive application of the general agreement, under the 
terms of article XXVI, subject to a reservation for existing legislation. Like 
the exception under provisional application, this reservation is to be limited 
to mandatory legislation in force when a country completed its negotiations to 
become a party to the agreement. 

For acceptance subject to such a reservation to be effective, the reservation 
must be agreed to by all contracting parties. The working party therefore 
further recommended a resolution, to be unanimously accepted by the contract- 
ing parties, through which it would be agreed that an acceptance under article 
XXVI is valid even if accompanied by such a reservation for existing legislation. 
(See also p. 1166.) 


(f) Intersessional Committee 


Finally, the working party recommended certain amendments of the terms 
of reference of the Ad Hoc Committee on Agenda and Intersessional Business, 
hereafter to be called the Intersessional Committee. The chief of these gives the 
committee authority to initiate and conduct consultations on balance-of-pay- 
ments restrictions. It was recommended that the Intersessional Committee 
also be given certain preliminary functions on applications under article XVIII 
(economic development) now assigned to a separate intersessional working 
party, and the authority to make specified determinations in connection with 
renegotiations of tariffs under article XXVIII. Final authority on all policy 
matters is retained by the contracting parties. 


5. WORKING PARTY ON THE UNITED STATES WAIVER 


This working party was established to consider the application made by the 
United States for a waiver of its obligations under articles II and XI of the 
agreement to cover those actions, past and future, under section 22 of the Agri- 
cultural Adjustment Act, as amended, which are not otherwise authorized by the 
general agreement. 

Section 22 requires the President of the United States to impose quotas or fees 
on imports of agricultural products whenever he finds such action necessary to 
prevent imports from interfering with a domestic farm program. In certain 
circumstances, such measures may be in conflict with the obligations of the 
United States under the general agreement. If a fee is imposed upon a product 
whose tariff has not been bound under the agreement, there is no problem. If a 
fee is imposed upon a “bound item,” however, there is a conflict with article II. 
Similarly, if an import quota is used when there are corresponding restrictions 
on domestic production or marketing, or a certain type of domestic surplus 
disposal program, the action is covered by the permanent agricultural excep- 
tion of article XI and there is no conflict with the no-quota rule. If the condi- 
tions of this or any of the other possible exceptions are not met, however, the 
import quota is an infringement of that rule. 

The principal example of import restrictions which are not justified under 
the general agreement but are required by section 22 are the quotas on imports 
of cheese and other dairy products which the United States imposes. The coun- 
tries affected by these restrictions have claimed they seriously injure their trade, 
impairing the benefits of the tariff concessions they obtained on these products 
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through concessions on United States export items. They have repeatedly and 
strongly urged the United States to take the necessary steps to discontinue the 
restrictions. 

It could easily be foreseen that there would be serious implications for the 
review in the request of the United States for an adjustment of its obligations 
under the general agreement to accommodate these and other agricultural re- 
strictions which might not otherwise be justified under the agreement. It was 
the hope of many governments, certainly the United States, that the general 
agreement could be made more effective by tightening up on existing exceptions to 
its basic provisions, in particular exceptions to the no-quota rule. To have the 
United States, the largest and strongest of the contracting parties, seek to 
broaden the exceptions applicable to its own trade would inevitably complicate 
this task. The breadth of existing exceptions for agricultural trade was already 
a source of dissatisfaction to countries which do not benefit from these excep- 
tions. There was real risk that an attempt to broaden the exception for agricul- 
tural trade for one country would inevitably spread to other countries and other 
products. 

Therefore, in its application for a waiver, the United States described, as fol- 
lows. the uniaue features in the situation which had led to its decision. 

(1) An abnormal volume of imports of agricultural products would be at- 
tracted into the United States by its system of price supports if imports were 
not limited in some way. The United States taxpayer would be left in the 
position of supporting the prices received by farmers abroad as well as at 
home. 

(2) The legislation enacted by the Congress to deal with this problem is 
mandatory in requiring the President to act in the circumstances defined. An 
amendment of 1951 specifically provides that no international agreement shall 
be applied in a manner not consistent with the terms of this legislation. 

(3) Most actions taken by the United States under section 22 are consistent 
with the provisions of the general agreement. A limitation on domestic mar- 
keting and production, the principal prior condition justifying agricultural 
import restrictions under the agreement, is not always possible, however. This 
circumstance gives rise to a situation in which the use the United States may 
be required to make of section 22 will not, in all cases, be fully compatible with 
the agreement. 

(4) Recognizing the possible impact of its measures upon other countries, it 
is the practice of the United States to consult with countries whose exports 
may be affected, to keep its section 22 actions under continuing review, and 
otherwise to administer the law with all possible restraint consistent with its 
terms. 

(5) The United States has taken positive steps to solve the underlying prob- 
lem of farm surpluses which led to recent section 22 actions. It is working 
for both a reduction in supplies and increased consumption. 

The working party used a draft waiver submitted by the United States as 
the basis of discussion. A number of amendments to the draft were suggested 
by other delegations, some intended to clarify the text, some to provide addi- 
tional safeguards. The United States could not accept some of the suggested 
provisions, including some which were considered of major importance by other 
governments and which are commonly found in waivers under the general agree- 
ment. It could not, for instance, agree that the waiver should be limited to 
existing section 22 actions and that, for future actions, there should be only 
an assurance that sympathetic consideration would be given to applications 
for additional waivers. It could not agree to any limit upon the period of 
validity of the waiver, or to a requirement that operations under the waiver 
be reviewed after a specified time. It could not agree to a requirement that 
the restrictions be eliminated in a specified time, or that imports be assured 
their normal share of the market. 

Because of these limitations on what the United States could accept con- 
sistent with its purpose in seeking the waiver, the draft decision developed 
in the working party was subject to no limits in scope or time and would allow 
the United States to do whatever it might find necessary under section 22. Several 
members of the working party accordingly reserved their position, and there 
was no agreed recommendation to the contracting parties. Despite this, the 
contracting parties adopted the decision by the necessary two-thirds majority. 
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6. WORKING PARTY ON DEPENDENT OVERSEAS TERRITORIES 


This working party was set up to examine a proposal made by the United 
Kingdom that the agreement be amended to permit a metropolitan country to 
take action, on behalf of the economic interests and development of a dependent 
territory, such as it might take under the agreement on behalf of its own indus- 
tries. The proposal was directed, in particular, toward those situations in 
which a colonial territory is primarily dependent upon the metropolitan country 
for markets for certain of its products. The existing provisions of the agree- 
ment offer no means whereby either the territory or the metropolitan area can 
give protection to the colonial product in such a situation. 

After discussion, it was agreed in the working party that the proposal was 
too broad, both in its application to all dependent territories and in the range 
of products that might be covered, and that permanent provision should not be 
provided for what it was hoped would be a transitional problem. It was agreed 
that the United Kingdom should seek a waiver to achieve its purpose, rather 
than an amendment of the agreement. 

The working party recommended a waiver permitting the United Kingdom to 
take a variety of actions on behalf of products which it imports from its col- 
onies, protectorates, and trust territories, corresponding to those it might take 
to protect domestic products. Use of the waiver will be subject to a number of 
important limitations, designed to assure, among other things, that the right to 
invoke the authority will apply only in situations of the type contemplated in 
the working party discussions and only where the territories alone will benefit 
by the action. (See also p. 1167.) 


E. RESULTS OF THE REVIEW 


In the last week of February 1955 the working parties submitted their final 
reports to the contracting parties. These reports set forth the conclusions 
reached in the review of the provisions of the agreement and of the proposals 
for their amendment. They give the working parties’ recommendations as to 
amendments to be submitted to governments for acceptance and decisions and 
resolutions to be approved by the contracting parties. With only a few changes, 
minor in character except in the cases which have been noted, these recom- 
mendations were accepted by the contracting parties and the reports of the 
working parties were approved. 

The following instruments were drawn up to be submitted to governments for 
acceptance : 

(1) The agreement on the Organization for Trade Cooperation ; 

(2) Protocol of organizational amendments to the General Agreement on 
Tariffs and Trade; 

3) Protocol amending the preamble and parts II and III of the General 
Agreement on Tariffs and Trade; 

(4) Protocol amending Part I and articles XXIX and XXX of the Gen- 
eral Agreement on Tariffs and Trade; and 

(5) A declaration on the continued application of the schedules. 

In addition, pursuant to the recommendations of the working parties, the 
contracting parties adopted a decision to grant temporary waivers in connection 
with the so-called hard-core problem; a decision to waive certain obligations of 
the United States to cover its section 22 actions, present and future; and a deci- 
sion to waive certain obligations of the United Kingdom on behalf of its de- 
pendent overseas territories. They approved a reservation on acceptance 
pursuant to article XXVI, subject to formal notice of acceptance by all con- 
tracting parties. They also approved resolutions on three subjects: the Disposal 
of Surpluses, the Liquidation of Strategic Stocks, and International Investment 
for Economic Development. 


1. THE AGREEMENT ON THE ORGANIZATION FOR TRADE COOPERATION 


This agreement provides for the establishment of a new organization, com- 
prised of the contracting parties of the general agreement and performing similar 
functions to those they now exercise jointly, but with the advantages of a more 
adequate structure and a formal and permanent legal status. 
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Before it can enter into force, the agreement must be accepted by contracting 
parties accounting for 85 percent of the external trade of all contracting parties. 
The United States accounts for 20 percent of such trade. Accordingly, the agree- 
ment cannot enter into force, or even be provisionally applied, without the 
approval of the United States. 

When it is established, the Organization for Trade Cooperation will take over 
the administration of the General Agreement on Tariffs and Trade. In addition, 
the Organization will be empowered to perform specified general functions in the 
trade field, enabling it to serve as a forum for study and consultation on problems 
of international trade and commercial policy and to sponsor international trade 
negotiations, as the contracting parties have done. 

The Organization will consist of an assembly, an executive committee, and a 
secretariat under a director-general. The members of the Organization will be 
the contracting parties to the general agreement and will constitute the assem- 
bly. If desired, other governments may be given limited rights of participation. 
The assembly will meet in regular annual session and in special sessions as 
required. It will be responsible for carrying out the functions of the 
Organization. 

To facilitate the conduct of business and provide for effective, continuous 
machinery, the Assembly is authorized to delegate powers, by a two-thirds 
vote, to an Executive Committee of 17 members which it will elect periodically. 
The decisions and recommendations of the Executive Committee may be ap- 
pealed to the Assembly. It is specified that the Executive Committee shal! 
include among its membership the five members of the Organization of chief 
economic importance, as determined by shares in international trade among other 
possible criteria. This provision assures that the United States will always be a 
member of the Executive Committee. Other members will be selected so as tu 
make the body representative of different geographic areas, types of economies, 
and degrees of economic development. 

The functions to be performed by the Organization in the administration of 
the general agreement are specified in detail in part III of the Agreement on 
the Organigation for Trade Cooperation. These include certain special func- 
tions of the contracting parties now set forth in articles XXV and XXIII 
of the general agreement, i. e. (1) the granting of waivers from obligations 
under the general agreement in exceptional circumstances, and (2) the investi- 
gations of complaints that benefits accruing under the general agreement have 
been nullified or impaired, the recommendation of a settlement, and, where cir- 
cumstances are serious enough to warrant, the suspension of obligations of an 
injured party toward the other party to the dispute. Amendment of the 
general agreement to provide different procedures regarding these general types 
of situations is prohibited (art. 15). 

To make clear that the Organization will have no supranational powers, 
it is also explicitly stated that the Organization cannot impose a new obliga- 
tion upon a member which the member has not agreed to undertake (art. 3) 
or bind a member by any amendment of the Agreement on the OTC unless and 
until the member accepts the amendment (art. 16). 

The Organization is authorized to enter into a specialized agency relation- 
ship with the United Nations so as to provide for effective cooperation and 
the avoidance of unnecessary duplication of activities. 


2. ORGANIZATIONAL AMENDMENTS TO THE GENERAL AGREEMENT 


The amendments contained in the protocol of organizational amendments to 
the general agreement are designed to become effective when the Agreement 
on the Organization for Trade Cooperation enters into force. They will result 
in the deletion of such organizational provisions from the former agreement 
as are incorporated in the latter and other technical changes required to es- 
tablish the authority of the Organization for Trade Cooperation to administer 
the General Agreement on Tariffs and Trade, such as the substitution of 
“Organization” for “contracting parties” wherever these words appear in the 
General Agreement. : 


3. OTHER AMENDMENTS TO THE GENERAL AGREEMENT 


The other amendments to the general agreement approved in the review 
will enter into force when accepted by the prescribed number of contracting 
parties, without reference to the status of the Agreement on the OTC. They 
are set forth in two protocols. One contains the amendments to part I (arts. 
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I and II) and Articles XXIX and XXX, which, under the amendment pro- 
vision of the general agreement, must be accepted by all contracting parties 
to be effective. The amendments in the other protocol will enter into force, for 
vovernments which have accepted them, upon acceptance of the protocol by a 
two-thirds majority. 

The important substantive amendments are all to be found in the latter 
protocol. They relate to balance-of-payments restrictions (arts. XII and XIV) ; 
tariff schedules and tariff negotiations (art. XXVIII and a new art. XXIX); 
economie development (art. XVIII); and subsidies and countervailing duties 
(arts. XVI and VI). 


(a) Balance-of-payments restrictions 


The amendments to articles XII and XIV will both simplify and strengthen 
the provisions permitting exceptions to the no-quota and nondiscrimination 
rules for balance-of-payments reasons. 

(i) The consultation provisions of the articles will be consolidated and sub- 
stantially improved. At present, the only provision requiring regular consulta- 
tions with countries maintaining balance-of-payments restrictions applies to 
a relatively few countries which invoke one of the optional criteria of article 
XIV. This provision will be deleted, and a new provision, applicable to all 
countries maintaining balance-of-payments provisions under article XII, will 
be added to the latter article. 

Under this new provision, the contracting parties will be required to review 
all restrictions maintained under article XII soon after the amended article 
enters into force, and to conduct annual consultations concerning such restric- 
tions thereafter. They will be required to take note of any infringement of the 
rules of articles XII, XIII, and XIV which they find in the course of these 
consultations. Whenever they find a serious infringement, with damage to the 
trade of a contracting party, they will also be required to make recommenda- 
tions for securing conformity with the rules. If the restrictions are not with- 
drawn or modified as recommended, the contracting parties may release a country 
whose trade is adversely affected from such of its obligations toward the restrict- 
ing country as they consider appropriate. 

With the addition of this comprehensive consultation requirement to article 
XII, certain of the present consultation provisions of that article will be deleted. 
The provision requiring consultation upon the application of new or intensified 
restrictions is retained, however, as is the provision permitting a country to 
“challenge” another country’s restrictions under certain conditions and requir- 
ing consultations in such a case. 

(ii) The rules of article XII, as distinct from its procedures, will be simpler 
and somewhat stricter than at present. In particular, there will be important 
changes in the provisions of the article which refer to the domestic policies of 
contracting parties. 

One of these, the so-called full-employment clause (the present art. XII:3 (b)) 
states that a country cannot be required to withdraw or modify restrictions on 
the ground that a change in its domestic policies would make such restrictions 
unnecessary. This clause now stands without qualification. As amended, it 
can only be invoked by countries which are “otherwise complying with the pro- 
visions of this article.” This includes, as specifically noted in the Working 
Party’s report, the provision under which contracting parties undertake to pay 
due regard to certain economic objectives of importance to all countries in 
carrying out their domestic policies. 

This latter provision is also amended to make it stronger. It will require 
countries to pay regard to the need for “maintaining” as well as “restoring 
equilibrium in their balance of payments on a sound and lasting basis.” A clause 
is added recognizing the desirability of doing this through measures which expand 
rather than contract international trade. 

(iii) The optional criteria governing the right to discriminate in balance-of- 
payments restrictions, including the lengthy and complex provisions of annex J, 
will be eliminated from article XIV. The single rule for the future will be an 
adaptation of the present basic rule of article XIV : 1 (b). It will permit a con- 
tracting party to discriminate only in a manner having equivalent effect to ex- 
change restrictions which it may at the time apply under article VIII or XIV 
of the articles of agreement of the International Monetary Fund (or a special 
exchange agreement, if it is not a member of the fund). 


(b) Tariff schedules and negotiations 


The amendment to article XXVIII, with the related interpretive notes, will 
effect the following principal changes in its provisions: 
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(i) Renew the firm life of the tariff concessions until January 1, 1958, and 
provide for automatic further extensions for successive periods of 3 years, or 
such other periods as may be agreed upon. A contracting party may, however, 
elect not to participate in any future rebinding. 

(ii) Modify the procedures to be followed in renegotiations at the end of a 
bound period so that the negotiations are conducted with both the country or 
countries originally granted the concession and any contracting party deter- 
mined to have a “principal supplying interest.” The latter will be any country 
with a larger share of the affected trade than a country which negotiated the 
concession. The contracting parties may determine that a country which might 
have had such a share in the absence of discriminatory quantitative restrictions 
is also covered by the term, a change of special interest to the United States; or 
exceptionally a country which may find a major part of its export trade effected 
by the tariff change. 

To protect the country seeking to increase its tariff, it is understood that no 
more than one or, where there is near equality, two countries will be determined 
to have a “principal supplying interest” and that excessive compensation will 
not have to be paid. 

(iii) Permit adjustments in the tariff concessions during a bound period. 
The procedures to be followed are the same as those applicable at the end of a 
bound period, except that (@) authorization to renegotiate must be obtained 
from the contracting parties and (0b) there can be no unilateral withdrawal 
of the concession if agreement is not reached with the interested parties. 

If agreement is not reached, however, the country seeking to adjust a con- 
cession may refer the matter to the contracting parties for assistance in reach- 
ing a settlement. If a settlement is still not reached, the country may proceed 
to adjust its concession, unless the contracting parties have found that it has 
“unreasonably failed to offer adequate compensation.” The withdrawal of 
compensatory concessions by affected countries would then be permitted. 

A new article X XIX, bearing no relation to the old article of this number, will 
introduce into the agreement, for the first time, provisions specifically con- 
cerned with the initiation and conduct of tariff negotiations. The new article 
will recognize that customs duties often constitute serious obstacles to trade 
and that negotiations directed to the reduction of the general level of tariffs, in 
particular to the reduction of high tariffs, are of importance to the expansion 
of international trade. It will make explicit reference to the authority of the 
contracting parties to sponsor tariff negotiations, but will not require them to 
do so, or require any party to participate in such negotiations. It will note 
various ways in which tariff negotiations may be conducted but will not endorse 
any of them in preference to others, stating that negotiations shall be conducted 
in a way that takes into account the various needs of countries and industries 
and other relevant circumstances. 


(c) Economic development 


Article XVIII has been completely rewritten for the purpose of providing 
more effectively for the needs of underdeveloped countries. The latter are 
defined as countries whose economies “can only support low standards of 
living” and are “in the early stages of development.” The revision results in 
tht following significant changes: 

(i) There will be a section establishing special provisions on balance-of-pay- 
ment restrictions for the underdeveloped eountries (sec. B), in recognition of 
the special and persistent pressures upon the financial reserves of these coun- 
tries. The rules will be essentially those of the present article XII, but the 
consultation procedures will be substantially stronger, being an adaptation of 
those worked out for the amended article XII. The contracting parties will be 
required to review all restrictions maintained under the section soon after the 
amended rules go into effect, and to hold consultations on such restrictions at 
intervals of approximately 2 years thereafter. Any inconsistencies with the 
rules of that section, or of articles XIII or XIV, must be noted. If they are of 
a serious nature, recommendations for their withdrawal or modification must 
be made. 

(ii) The article’s special facilities for renegotiation of tariffs and for the 
use of protective import quotas where other measures fail will be available 
only to assist in the “establishment” of a particular industry. While this term is 
defined to include certain changes in existing industries, i. e., the establishment 
of new branches of production, “the substantial transformation” of an industry, 
the substantial expansion of an industry supplying a relatively small propor- 
tion of the domestic market, or the reconstruction of an industry damaged by 
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hostilities or natural disasters, the change still narrows the scope of the article, 
which now refers without qualification to assistance needed in the establish- 
ment, development, and reconstruction of industries. 

(iii) The provisions on renegotiation of bound rates (sec. A) will be appli- 
cable only to underdeveloped countries and not, as at present, to other countries 
as well. An underdeveloped country desiring to increase a tariff will no longer 
necessarily be blocked because it fails to reach agreement on compensatory con- 
cessions with countries affected by the increase. It will be free to proceed with 
the increase, provided the contracting parties find that either adequate com- 
pensation has been offered or that a reasonable effort has been made to do so, 
although, in the latter case, it may be subject to the withdrawal of an equivalent 
concession by an affected country. 

(iv) Underdeveloped countries will have access to revised provisions on the use 
of protective import quotas (sec. C). Insofar as “unbound items” are concerned, 
these provisions will be both more lenient than those currently in force and 
more lenient than those applicable to other countries (sec. D), in that a country 
desiring to impose restrictions on such items will be allowed to do so without 
the approval of the contracting parties. It will be required to notify the con- 
tracting parties of its desire to impose restrictions and to delay action for a 
stated period, during which it may be asked to consult. At the end of the 
period, however, it may proceed whether or not its action has been approved, 
subject only to possible compensatory action by other countries. If approval is 
secured, the country will be freed from threat of possible retaliation. 

If the product is one on which a concession has been given, on the other 
hand, the country must not only consult with the affected countries but obtain 
the contracting parties’ approval before it can impose a proposed restriction. 
Approval shall be given by the contracting parties, in the absence of the con- 
currence of affected countries, in any case where they find the country has of- 
fered adequate compensation or made all reasonable effort to do so. Any 
restrictions imposed under this section must be nondiscriminatory. 

(v) A section for countries which are not underdeveloped countries will permit 
them to apply nondiscriminatory import restrictions to assist in the “establish- 
ment” of an industry if the prior approval of the contracting parties is obtained. 

(vi) There will be annual reviews of protective import restrictions imposed 
by underdeveloped countries under section C, or other countries under section > 


(d) Subsidies and countervailing duties 


The existing provisions on subsidies in article XVI, which do no more than 
require a country to notify the contracting parties and consult upon request 
concerning its use of export or import subsidies, will be strengthened by these 
additional provisions: 

(i) It will be specified that after January 1, 1958, or the earliest practicable 
date thereafter countries shall cease to grant, directly or indirectly, export sub- 
sidies on manufactured goods and on other goods which are not primary prod- 
ucts. In the meantime, they are not to introduce new export subsidies for 
these products or increase existing ones. An interpretative note states that 
it is the intent to reach agreement before January 1, 1958, to abolish all re- 
maining subsidies on these goods from that date, or, failing this, to extend the 
standstill on them until they can be abolished. 

(ii) Export subsidies for primary products will not be banned, but it will 
be agreed that they are not to be used to acquire more than an equitable 
share of the world export trade in the product, account being taken of the 
shares in such trade in a previous representative period and any special factors. 

(iii) Experience under the revised article shall be reviewed from time to 
time to see whether the article is serving its intended purpose of preventing 
subsidization which seriously prejudices the trade or interests of contracting 
parties. 

Through amendment of article VI, the conditions under which a country may 
impose countervailing duties on behalf of the industry of a “third country” will 
be eased in two respects. At present, it is specified that an importing country 
may impose such a duty only upon prior authorization from the contracting 
parties. In the future, it will be mandatory that such authorization be given 
in any case where it is found that any export subsidy is causing or threatening 
material injury to the industry of the third country. It will also be possible 
for the importing country to impose the countervailing duty without prior 
authorization if delay might cause damage which it would be difficult to repair, 
provided the action is reported immediately and the duty withdrawn if dis- 
approved by the contracting parties. 
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4. OTHER MAJOR RESULTS OF REVIEW 


(a) Declaration on continued application of schedules to the General Agree- 
ment on Tariffs and Trade 


This declaration is similar to those which have been used in the past to ex- 
tend for further periods the assured life of the tariff schedules. In it, sig- 
natory governments declare that “they will not invoke after July 1, 1955, and 
prior to January 1, 1958, the provisions of article XXVIII of the general agree- 
ment.” There are these qualifications: (1) the provisions of the declaration 
shall not apply to concession initially negotiated with a contracting party 
which has not itself accepted the declaration; (2) the period through Septem- 
ber 30, 1955, is allowed for the completion of negotiations under article XXVIII 
instituted prior to June 30, 1955; and (3) as from July 2, 1955, contracting 
parties may enter into renegotiations under the conditions and in accordance 
with the procedure for renegotiation of bound rates which will be contained in 
paragraph 4 of the amended article XXVIII and in section A of the new article 
XVIII, pending the entry into force of these amended provisions. 


(b) Reservation on acceptance pursuant to article XXVI 


By this resolution, the contracting parties agree that a country’s acceptance 
of the general agreement pursuant to article XXVI shall be valid even if 
accompanied by a reservation to the effect that part II of the agreement will 
only be applied to the fullest extent not inconsistent with legislation in force 
on the date the country completed negotiations to become party to the agree- 
ment. For the United States and the other original contracting parties, this 
date is October 30, 1947. 

After its formal acceptance by all contracting parties, this resolution will 
constitute an advance acceptance by them:of such reservations with respect to 
“existing legislation” as may be made by governments in accepting the general 
agreement. 

The resolution urges contracting parties to bring their legislation into con- 
formity with the agreement and provides for annual review of the progress made 
in this matter, with a general review of the situation in 3 years. It asks each 
contracting party to provide a list of its principal inconsistent legislation. Such 
a list will not be legally binding in the sense of precluding invocation of the 
reservation with respect to legislation not on the list, but will serve to determine 
the scope of the “existing legislation” exception. 


(c) Decision to grant a waiver to the United States in connection with import 
restrictions imposed under section 22 of the United States Agricultural 
Adjustment Act (of 1933), as amended 


The decision waives the obligations of the United States under articles II and 
XI of the agreement to the extent necessary to prevent a conflict with such provi- 
sions in case of action required under section 22 which might otherwise be 
inconsistent with the agreement. It covers both existing actions and those which 
may be taken in the future. 

Aside from a requirement that the United States report annually to the con- 
tracting parties on its actions under section 22, there are no conditions laid 
upon the United States Government by the decision which will require any 
departures from existing practice. The decision provides that the United States 
shall consult with and give due consideration to representations made by con- 
tracting parties affected by restrictions imposed under section 22. These pro- 
visions are consistent with present policy and the requirements of section 22. 

The waiver granted by the decision has no termination date. It does not 
prejudice the right of any contracting party to seek compensatory relief under 
the appropriate provisions of article XXIII. 


(d) Decision dealing with the problems raised for contracting parties in elim- 
inating import restrictions maintained during a period of balance-of-pay- 
ment difficulties 

The decision recognizes that some transitional measure of protection by means 
of quotas may be needed to enable an industry which has received incidental 
protection from balance-of-payments restrictions to adjust to the situation which 
would be created by the removal of such restrictions. It states that, subject 
to the concurrence of the contracting parties in each case by a majority of the 
votes cast, the obligations of article XI, the no-quota rule, shall be temporarily 
waived to allow the maintenance of import restrictions on one or more products, 
if the application meets certain requirements and the applicant is prepared to 
accept certain undertakings. 
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The application must establish, among other things, that sudden removal of 
the restriction will result in serious injury to a domestic industry which has 
received incidental protection from it, that there is no practicable measure con- 
sistent with the general agreement which can be used in lieu of the temporary 
continuation of the restriction, to enable the industry to adjust to the changed 
situation, and that there is reasonable prospect of eliminating the restriction 
in a comparatively short period of time. The applicant must agree to institute 
measures to insure the elimination of the restriction within this period, to grant 
a fair and reasonable share of the market to imports, and at least a share corre- 
sponding to the average of the preceding 3 years, and to carry out a policy of 
progressive relaxation of the restriction pending its elimination. 

In addition, the concurrence of the contracting parties shall be subject to 
certain minimum conditions and limitations. For instance, it shall not exceed 
5 years. It shall require that there be no discrimination in the application of the 
restrictions ; that advance notice shall be given of the amount of imports to be 
licensed in any period ; and that an annual report be submitted to the contracting 
parties, so that they may keep under review the operation of the restrictions and 
the progress being made toward their elimination. If they find that the conditions 
of the waiver are not being met, and if remedial action is not taken within a 
specified time, their concurrence shall cease to be valid. 

The concurrence of the contracting parties will not preclude the right of any 
affected country to have recourse to article XXIII. 


(e) Decision concerning special problems of dependent overseas territories of 
the United Kingdom 

This decision releases the United Kingdom from certain of its obligations under 
the general agreement to permit it to extend to colonial products which are de- 
pendent on the United Kingdom market the same type of protection it provides 
to products of domestic origin. It is the third waiver which has been granted 
to a contracting party to enable it to take special measures in favor of an over- 
seas territory.’ 

Under the waiver, the United Kingdom can take the following actions on behalf 
of a colonial product which might otherwise be inconsistent with the provisions 
of the agreement: Increase a margin of tariff preference in favor of the colonies, 
subject to the prior concurrence of the contracting parties; subsidize the export 
of a colonial product to the United Kingdom; impose countervailing or anti- 
dumping duties to offset subsidization and dumping of products entering the 
United Kingdom market in competition with a colonial product; take emergency 
action under the agreement’s “escape clause” (art. XIX) against foreign goods 
entering the United Kingdom market; and apply for a release permitting the 
temporary maintenance of import restrictions originally imposed for balance- 
of-payments reasons, in accordance with the terms of the decision regarding such 
releases discussed above. 

The waiver is subject to a number of significant limitations. The only products 
eligible are those which are, as of the present, wholly or predominantly dependent 
on the United Kingdom market. The waiver cannot be used in any manner which 
will materially benefit the industries of any foreign country (including countries 
which are independent members of the British Commonwealth) or the industries 
of the United Kingdom. Margins of preference may be increased only if the prior 
concurrence of all contracting parties is obtained in each case and, where a 
change in a tariff concession is involved, upon renegotiation or withdrawal of 
the concession in aecordance with established procedures. The United Kingdom 
is required to report to the contracting parties annually on all measures taken 
under the waiver; also, subject to the requirements of any special procedures, 
to report when action is to be taken and to consult upon request. The waiver 
does not prejudice a contracting party’s rights of recourse to the provisions of 
article XXIII. 

F. EVALUATION OF THE RESULTS OF THE REVIEW 


The results of the review fully carry out the objectives of the United States in 
the review In fact they conform to the needs and preferences of the United 
States to a degree that is noteworthy when it is considered that the United 
States was 1 of 34 countries whose views had to be taken into account and whose 
views were often far apart. 


_* At the second session in 1948, the United States obtained a waiver to accord preferen- 
tial tariff treatment to imports from the United States-administered Trust Territory of the 
Pacific. At the eighth session in 1954 Australia obtained a similar waiver on behalf of the 
territory of Papua and New Guinea. 
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The principal objectives of the United States were (1) to negotiate satisfactory 
organizational provisions for the administration of the general agreement, for 
submission to the United States Congress; (2) to strengthen the rules on quotas 
imposed for balance-of-payments reasons; (3) to renew the tariff concessions 
bound under the agreement, while introducing procedures enabling renegotiation 
of concessions in special circumstances; (4) to introduce the principle that the 
use of export subsidies should be avoided in general, while taking into account 
the special situation of agricultural products and providing exceptional treat- 
ment for them; (5) to make the provisions for special assistance to economic 
development more responsive to the needs of the underdeveloped countries, with- 
out unduly weakening the agreement; (6) to adjust the obligations of the United 
States under the general agreement to accommodate any actions it may be re- 
quired to take under section 22 of the Agricultural Adjustment Act, as amended ; 
and (7) to defeat efforts to expand the scope of the agreement or the activities 
of the organization administering the agreement beyond the field of tariffs and 
general commercial policy. 

The first five of the objectives enumerated above were shared by many other 
contracting parties, in broad outline, if not in detail. There was a sound basis 
for negotiating generally acceptable settlements on these matters along the lines 
desired by the United States. 

The situation was quite different with respect to the other objectives of the 
United States. In general, other governments did not share the position of the 
United States as to the scope of the general agreement or the activities of the 
proposed Organization for Trade Cooperation, often because of requirements of 
national policy which were as important to them as the considerations which 
motivated the United States. Most other governments also viewed with the gravy- 
est concern the proposal that the obligations of the United States under the 
agreement should be modified to permit it to impose agricultural import restric- 
tions over and beyond those already permitted by the agreement. 

Important differences of view also existed over certain proposals which were 
key objectives of some governments, for example, the proposal to add to the 
agreement rules on disposal of surplus agricultural stocks designed to protect 
normal trade from injury. Although already well committed by law and prac- 
tice to policies consistent with such rules, the United States for its part felt it 
could not accept the proposed formal obligations. 

On these key points, however, other governments recognized that the position 
of the United States was strongly held, and that the United States, in fact, would 
not be able to participate in the new organization on any other basis. They 
recognized that wholehearted participation of the United States was essential to 
the continued successful operation of the general agreement. Therefore, despite 
their misgivings, they accepted the United States point of view on these matters. 

Thus the contracting parties granted the United States its waiver on section 22, 
although many governments felt that this action opened a wide breach in the 
principles of the agreement. They accepted limits on the scope of the agreement 
and the activities of the OTC which many of them thought to be either unneces- 
sary or unwise. They decided against the proposals that the agreement be 
“rounded out” with provisions on surplus disposal and other problems of commod- 
ity trade, to a large extent because the United States could not accept them. 

The United States and most other contracting parties were agreed, however, 
that the foremost purpose of the review was to secure the gains that have already 
been made through the agreement and to improve the existing provisions of the 
agreement in those respects generally recognized as needed—for instance, the 
arrangements for its administration. When assessed in terms of this basic 
purpose, the review was outstandingly successful, and can be regarded with equal 
satisfaction by all contracting parties. 

The principles of the agreement and its basic rules, such as “most-favored- 
nation treatment,” no quotas, “no discrimination,” and “no new preferences” were 
all reaffirmed, subject, as at present, to any exceptions authorized under the agree- 
ment, including the exception for “existing legislation.”” While it was found that 
the area of existing exceptions could not be narrowed, changes were made which 
will bring the use of these exceptions under closer supervision and review. This 
is in itself an important gain, particularly in the case of the balance-of-payments 
exceptions. When the need for trade restrictions for financial reasons ig declin- 
ing for many countries, an obligation to justify regularly such restrictions as 
are still maintained will keep governments under steady pressure to dismantle 
their trade controls as promptly as possible. 
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Moreover, however unfortunate it may be that there is need for exceptions to 
the rules of the agreement, experience has shown that one merit of the agree- 
ment is its flexibility. It has been possible for governments to accept the agree- 
ment and to apply its rules to an increasing degree only because there are oppor- 
tunities for them to adapt their obligations under the agreement to urgent eco- 
nomic and political requirements which may arise. The waiver granted the 
United States to accommodate its section 22 problems provides a good example 
of the reasons this flexibility is needed. 

The rules of the agreement were rounded out in the one place where they were 
generally agreed to be deficient; i. e., export subsidies. Whatever other argu- 
ments there may have been for, or against, adding rules on still other subjects, 
such as commodity agreements or restrictive business practices, it cannot be 
said that such rules are essential to an agreement on tariffs and general com- 
mercial policy. To the contrary, one reason the United States opposed these 
suggested additions was that they would unnecessarily divert the energies of 
the contracting parties, or the Organization, from the important and heavy 
responsibilities which are already involved in the administration of the general 
agreement. 

The review also resolved a problem that has been a recurrent issue for the 
contracting parties—how to safeguard the gains that have been made in reduc- 
ing and binding tariffs while allowing governments the necessary freedom of 
action in exceptional circumstances with respect to individual concessions. 

As a counterpart to these revisions of the substantive provisions of the agree- 
ment to make them “simpler” and “stronger” in the light of experience, the con- 
tracting parties also renegotiated the organizational provisions of the agreement 
in the light of their knowledge of what is needed for its effective operation. The 
resulting agreement on the OTC establishes the basis for a permanent organi- 
zation, fully equipped to administer the general agreement and to continue the 
useful forum on trade matters which the sessions of the contracting parties have 
come to provide. 
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REpoRT TO THE SECRETARY OF STATE BY THE CHAIRMAN OF THE UNITED 
States DELEGATION TO THE NINTH SESSION OF THE CONTRACTING 
PARTIES TO THE GENERAL AGREEMENT ON TARIFFS AND TRADE HELD 
AT GENEVA, SWITZERLAND, OcTOBER 28, 1954-Marcu 7, 1955 


PART II 
A. INTRODUCTION AND SUMMARY 


Part I of the Report on the Ninth Session of the Contracting Parties to the 
General Agreement on Tariffs and Trade has dealt with the single most impor- 
tant item on the agenda, the review of the agreement. Action under this item 
resulted in the negotiation of (1) an agreement to establish an Organization 
for Trade Cooperation to administer the general agreement and (2) a series 
of amendments to the general agreement itself, designed to make it a more 
effective instrument. Part I also covers certain other actions of the ninth 
session which were closely related to the review or grew out of it, including 
the waiver granted to the United States with respect to actions taken under 
section 22 of the Agricultural Adjustment Act, as amended. 

Part II of the report deals with the remaining “regular” business of the session. 


1 Named to delegation but not present at Geneva. 
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Although overshadowed by the review, these other items of business con- 
stituted an agenda which was longer than that of any previous session and 
covered several matters of particular interest and importance. 

Two important actions were taken in the field of tariffs. A declaration was 
approved renewing the firm life of the tariff concessions which are an integral 
part of the agreement. The decision was also made to keep under study the 
possibility of scheduling a new general round of tariff negotiations and the proce- 
dures which might be followed in such negotiations. 

Arrangements were made for special tariff negotiations with Japan, to permit 
its accession to the agreement. These negotiations opened in Geneva on Febru- 
ary 21, 1955. The necessary steps were taken to continue existing arrangements 
giving Japan provisional status as a party to the agreement pending its formal 
accession, 

Further study was made of the possibilities of simplifying and standardizing 
import and export formalities and methods of customs administration. A 
report was received bearing on the extent of discrimination in transport insur- 
anee and the possibility of action on this matter by the contracting parties. 
These are matters to which the contracting parties have directed their attention 
as a result of requests made by the International Chamber of Commerce. 

In addition, as is customary in their annual sessions, the contracting parties 
conducted multilateral consultations on discriminary import restrictions main- 
tained by countries in balance-of-payments difficulties ; reviewed reports on action 
taken by contracting parties under waivers or other special authorizations and 
acted upon certain new requests for waivers; and accepted for review a large 
number of trade disputes referred to them by affected governments under the 
so-called complaints procedure. In many of these cases, formal action by the 
contracting parties was not in the end required since satisfactory settlement 
was reached by the parties concerned in the course of further bilateral talks. 
The United States had a direct interest in 10 of the 17 complaints. 


B. ORGANIZATION OF THE REGULAR BUSINESS SESSION 


To the extent possible, the regular items of business on the ninth session 
agenda were disposed of in the first week of the conference, before the so-called 
review session opened. The principal exceptions were items which required 
examination by working parties and certain complaints which were deferred at 
the request of the parties concerned in the hope that the differences might be 
settled through further bilateral talks. A few new items arose in the course of 
the review or other business of the session. 

A number of working parties were established to examine special problems, 
or groups of problems, and to make recommendations to the contracting parties. 
These were: : 

(1) Working Party 1 on Article XVIII Applications—To examine applications 
and notifications submitted by contracting parties desiring to use the special 
facilities for assistance to economic development provided in article XVIII. 

(2) Working Party 2 on Schedules—To examine matters relating to adjust- 
ments in the tariff schedules which are an integral part of the agreement. 

(3) Working Party 3 on the European Coal and Steel Community—To examine 
the second annual report of the member states of the European Coal and Steel 
Community on operations under the waiver granted them in 1952. 

(4) Working Party 4 on Balance-of-Payments Restrictions—To conduct the 
consultations and prepare the report on discriminatory import restrictions re- 
quired by article XIV :1 (g) and to recommend procedures to be followed in these 
matters in 1955. The working party also handled applications from New Zealand 
and Czechoslovakia for waivers of their obligations under article XV:°:6. 

(5) Working Party 7 on United Kingdom Waiver from Article I—To examine 
a request for amendment of that waiver.* 

There were in addition: 

(1) A Panel on Complaints, which considered those complaints referred to the 
contracting parties under Article XXITI—(Nullification or Impairment) and such 
other complaints as were referred to it by the contracting parties. 


* Working Party 5 on the Special Problems of the Dependent Overseas Territories of 
the United on and Working Party 6 on the United States Waiver (with respect to 
actions required by sec. 22 of the Agricultural Adjustment Act, as amended) were techni- 
cally “regular” ninth session working parties. They dealt with problems raised in the 
review, however, and their activities are covered in pt. I of this report. 
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(2) A technical Group on Customs Administration, which dealt at the expert 
level with the customs items on the ninth session agenda. (Because this group 
was also to give technical examination to any proposals for amending the 
customs provisions of the agreement, it was established under review working 
party II.) 

(3) A Working Party on Commodity Problems, which examined a proposal for 
a separate international agreement establishing principles to govern intergov- 
ernmental commodity action, as recommended by review working party IV after 
its disapproval of an alternative proposal to include such principles in the 
general agrement. 

(4) A Budget Working Party, which was appointed by the Ad Hoc Committee 
on Agenda and Intersessional Business to meet in advance of the ninth session 
and to prepare a report to the contracting parties on certain reports and proposals 
in connection with the budget. 


C. WorK OF THE SESSION (IN ORDER OF AGENDA ITEM) 


1. ADOPTION OF AGENDA AND ORDER OF BUSINESS: ELECTION OF CHAIRMAN AND VICE 
CHAIRMEN (ITEMS 1 AND 2) 


In their opening meeting, the contracting parties reelected Mr. L. Dana Wil- 
gress (Canada) as Chairman and Mr. Fernando Garcia Oldini (Chile) and Mr. 
Gunnar Seidenfaden (Denmark) as First and Second Vice Chairman, respec- 
tively. They approved the recommendations of the Ad Hoc Committee on 
Agenda and Intersessional Business as to the agenda for the session, the sched- 
uling of certain key items, and the formation of working parties. 


2. PLANS FOR TARIFF REDUCTION AND STATUS OF THE SCHEDULES AFTER JUNE 30, 
1955 (ITEMS 4 AND 5) 


It was recognized that the disposition of these items would have to take 
into account decisions made in the review of the agreement. Responsibility for 
recommending action on them was therefore assigned to review working 
party II. 

Through amendment of article XXVIII and through a Declaration on the 
Continued Application of the Schedules to be effective pending the entry into 
force of the amendment, the firm life of the tariff schedules was renewed until 
January 1, 1958, with provision for further renewal thereafter. (For further 
details, see pt. I, pp. 1154, 1166.) 

It was found that no decision as to further tariff negotiations was yet pos- 
sible. It was agreed that the possibilities should be kept under study, however. 
A Working Party on Tariff Reductions was established, with instructions to 
recommend the convening of a tariff conference when it appeared that progress 
in tariff reductions could be made, to recommend procedures and otherwise to 
prepare for such a conference. (See also pt. I, p. 1154.) 


8. ACCESSION OF JAPAN (ITEM 6) 


Early in the session, the contracting parties approved the recommendations 
of the Ad Hoc Committee on Agenda and Intersessional Business that tariff 
negotiations between Japan and countries wishing to negotiate with Japan 
begin in Geneva on February 21, 1955, and that these negotiations be conducted 
in accordance with procedures adapted from those used in previous negotiations 
undey the general agreement. 

During the course of the session, the contracting parties also took the necessary 
actions to prevent a lapse in the temporary arrangements whereby Japan has 
had a provisional status similar to that of a contracting party pending its 
accession to the agreement at the conclusion of such tariff negotiations. 

The Japanese Government’s request for an opportunity to enter into tariff 
negotiations as a means of acceding to the agreement was made in July 1952. 
There were continuing obstacles to the initiation of such negotiations. The 
contracting parties, at their eighth session in October 1953, had therefore adopted 
a decision inviting Japan to participate in their sessions pending its accession. 
They had also opened for signature a declaration through which it was agreed 
that the commercial relations between Japan and each signatory government 
should be governed by the provisions of the general agreement. Both the decision 
and declaration were to expire on June 30, 1955, or prior to the time Japan’s 
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accession to the agreement might be completed, unless action were taken under 
provisions contained in them providing for their extension. 

The contracting parties, therefore, at the ninth session adopted a new decision 
and opened for signature a process-verbale to extend the validity of these 
earlier actions to December 31, 1955, or until the Japanese accession should 
become effective, whichever might be earlier. 

Shortly prior to the opening of the negotiations with Japan, the contracting 
parties appointed a Tariff Negotiations Committee, composed of governments 
planning to participate in the negotiations, to be responsible for the overall 
administration of the negotiations. The following countries ultimately partici- 
pated in the negotiations, which opened in Geneva on February 21, as scheduled: 


Burma Germany Norway 
Canada Greece Pakistan 
Chile Indonesia Peru 
Denmark Italy Sweden 
Dominican Republic Japan United States 
Finland Nicaragua Uruguay 


4. BALANCE-OF-PAYMENTS IMPORT RESTRICTIONS (ITEM 7) 


(a) Consultations under article XIV: 1 (g)? 


The contracting parties, through working party 4, consulted with Australia 
and New Zealand on the dollar import restrictions which they maintain for 
balance-of-payments reasons. The restrictions are applied under one of the 
optional criteria of article XIV and are the subject of annual consultations with 
the contracting parties. 

Information on the financial position of the two countries was obtained by the 
contracting parties from the International Monetary Fund, pursuant to the 
provisions of article XV:2. Additional information on the financial and 
commercial aspects of the restrictions was supplied by representatives of the 
countries concerned. The purposes of the consultations were to establish the 
financial reasons for the restrictions and to examine the method of administering 
them as it affects the trade interests of dollar countries, with a view to minimizing 
adverse effects. 

The Australian representative reported that restrictions on dollar imports 
were relaxed during 1953-54, particularly where commodities were available 
from the dollar area at lower prices or on better terms than from nondollar 
sources. For certain major commodities such as raw cotton, timber, and 
newsprint, there was no longer discrimination as to sources of supply. He 
stressed, however, that Australia’s dollar prospects for 1954-55 remained uncer- 
tain; therefore, the Australian Government expected to find it necessary to 
continue to limit its imports from the dollar area. 

The representative of New Zealand stated that it was the policy of his Govern- 
ment to go as far and as fast as possible in removing quantitative controls, includ- 
ing their discriminatory application. He pointed out that discrimination had 
already been relaxed in two ways. First, “global exemptions” had been progres- 
sively increased until they numbered 98, including many items of major im- 
portance in New Zealand’s import trade. (Goods covered by global exemptions 
can be imported freely from any country as distinct from those covered by 
ordinary exemptiens, which still require licenses for importation from scheduled 
countries.) Second, licenses had been issued more freely, in some cases without 
limitations, for those goods still under control. 

New Zealand’s balance of trade and payments with the dollar area was 
nevertheless extremely sensitive and a deficit was anticipated for some time 
to come unless a significant increase occurred in the area’s purchases from New 
Zealand. The speed with which discriminatory controls could be dismantled 
was limited, especially since some of the most important of New Zealand’s 
exports were under restrictive import control in principal dollar markets. New 
Zealand’s principal export items are wool, hides, skins, and dairy products. 

The representatives of Australia and New Zealand took note of the views of 
other governments as to the effects of the restrictions and the desirability of 
permitting more diversified imports from the dollar area, pending elimination of 


*In other years, there have also been consultations with countries intensifying import 


restrictions, in accordance with the requirements of art. XII: 4 (b). No such consultations 
were required this year. 
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the restrictions. They agreed to transmit to their governments requests for 
liberalization of imports in particular commodities. Arrangements were made 
to continue discussion on these items on a bilateral basis.* 

Consultations under article XIV:1 (g) had been scheduled with Ceylon, the 
United Kingdom, and the Federation of Rhodesia and Nyasaland but were not 
completed. Certain of the required information could not be obtained in time 
to permit consultations of more than a perfunctory nature. Considering this 
fact and the obligation upon these same governments to consult in 1955, the 
contracting parties approved the working party’s recommendation that consul- 
tations be dispensed with for 1954. 


(b) Fifth annual report under article XIV: 1 (g) 


On the basis of information supplied by governments and data gathered from 
other sources, the contracting parties issued their fifth annual report on the 
discriminatory application of import restrictions, covering the period from 
October 1953 through 1954. 

Certain general conclusions were reached. In the period under review, 
improvement in the international payments situation continued, although the 
balance-of-payments difficulties of preceding years persisted in some countries. 
Gold and dollar reserves held outside the United States increased. Restrictions 
on imports from hard-currency areas, especially the dollar area, were greatly 
reduced and the general level of discriminatory restrictions maintained by most 
countries was probably lower than at any time since the war. The reduction 
in restrictions on imports from the dollar area did not lead in all cases to an 
increase in the proportion of dollar imports taken. 

The report urged that governments minimize the incidental protective effects 
of any import controls they maintain and avoid encouraging the establish- 
ment of uneconomic industries which would become so dependent on protection 
as to generate pressure for continuing controls beyond the period justified on 
financial grounds. The report also deplored the use of such discriminatory 
devices as bilateral agreements and directed attention to the continued existence 
of multiple currency practices, which may have discriminatory features affecting 
world trade. 


(c) Procedures for consultation and report on discriminatory restriction in 1955 


It was recommended by working party 4 and agreed by the contracting parties 
that the same procedures should be used in 1955 as were used in 1954 for the 
conduct of consultations under article XIV:1 (g) and the preparation of the 
annual report on discriminatory import restrictions. Some inadequacies in 
these procedures were recognized, particularly those relating to the annual 
report, but article XTV was being revised and it was therefore felt that there 
would be little advantage in devising new procedures at this juncture. 


5. CUSTOMS ADMINISTRATION (ITEM 8) 


In line with suggestions made by the International Chamber of Commerce, the 
contracting parties for several years have had under study the possibilities of 
simplifying and standardizing export and import formalities and methods of 
customs administration through international agreement. In this connection, 
they have assembled considerable information on the existing practices of 
governments. Their studies were carried forward at the niath session with 2 
view, in part, to making more effective the review of the articles of the general 
agreement which relate to these matters. A technical group composed of 
national customs experts was available to review and organize the information 
submitted by governments. The factual reports of this group are publicly 
available and should provide a valuable source of detailed, backgronn4 
information. 


(a\ Methods of valuation 


The contracting parties completed their survey of the methods of valuation 
for custom purposes used by the contracting parties. This survey was begun 
in 1953 to throw light on the extent to which the broad principles of valuation 


3 At Geneva, during the course of the ninth session, the United States held bilateral talks 
with 11 countries concerned restrictions on imports of specific American agricultural 
products or manufactured items. Some immediate results were obtained and in every case 
the way was opened for further constructive discussion of the possibilities of admitting 
additional imports. 
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recommended by article VII of the general agreement are being applied. So 
that there might be complete and accurate information on this matter for 
guidance in the review of article VII, the executive secretary was instructed 
by the intersessional committee to circulate a questionnaire to governments 
prior to the ninth session. In reviewing the responses to the questionnaire, the 
Technical Group on Customs Administration obtained clarifying or additional 
information, as required. 

The technical group was thus able to prepare a report which describes in 
detail the valuation practices of virtually all contracting parties. Its report 
was of considerable value in the review. It was then referred to the contracting 
parties by review working party II as a source of reference and a basis for 
possible further studies. 

(b) Nationality of imported goods 

Growing out of a similar survey of the practices followed in determining the 
nationality of imported goods, the contracting parties, at their eighth session, 
drew up a proposed definition of origin for consideration and comment by gov- 
ernments. During the ninth session, the Technical Group on Customs Admin- 
istration studied the comments which had been submitted on the proposed 
definition. If found that the definition could not be accepted as it stood and 
that some countries were opposed to it in principle. The issue that was then 
posed was whether further efforts to develop a common definition would be 
worthwhile. 

Review working party II made no recommendation on this matter to the con- 
tracting parties in view of a divided opinion among its members. 

The International Chamber of Commerce, whose interest in this matter had 
prompted the effort to reach an agreed definition, submitted its view that the 
time was not ripe for obtaining general acceptance of a standard definition, 
but that the contracting parties would render a useful service if they continued 
their study of present practices with a view to establishing practical criteria 
applicable to certain special problems. 

After debate, the contracting parties decided to continue the study of a draft 
definition of origin and to place the subject on the agenda for the tenth session. 


(c) Consular formalities 


The contracting parties received reports from governments on the steps taken 
by them in 1954 to abolish consular invoices and visas for commercial invoices, 
pursuant to a recommendation adopted at the seventh session that these for- 
malities be discontinued at the earliest possible date, and, in any case, not 
later than December 31, 1956. 

Upon examining these reports, the technical group on customs administration 
found that some further progress had been made toward the removal of consular 
formalities. The United States was one of the relatively few countries still 
requiring the presentation of documents issued or endorsed by consular authori- 
ties. Among the developments noted with satisfaction by the technical group 
was the recent liberalization of United States policy in this respect, so as to dis- 
continue the requirement for consular invoices except for certain goods in the 
higher range of values. The technical group expressed the hope that the coun- 
tries still requiring consular formalities would gradually reduce them and effect 
their complete elimination by December 31, 1956, as contemplated in the recom- 
mendation of the seventh session.* 


(d) Documentary requirements 


The contacting parties also received reports, for the first time, on steps taken 
by governments to bring their practices in line with the Code of Standard 
Practices for Documentary Requirements for Importation of Goods, which was 
drawn up at the seventh session. The code contains recommendations designed 
to hold to a minimum the number of documents which governments require of 
importers and exporters for customs and other purposes and otherwise to sim- 
plify import and export formalities. 

_ The technical group found that, except where governments require consular 
formalities for imports generally, the practices of the contracting parties are 
largely in conformity with the code of standard practices. 





_ ‘On August 14, 1955, the United States announced the elimination of all requirements 
for consular certification, of invoices for merchandise imported into the United States, 
effective October 1, 1955. 
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6. ANNUAL REPORTS ON WAIVERS (ITEM 9) 


(a) Report by member states of European Coal and Steel Community 


The contracting parties reviewed the second of the annual reports which the 
six member states of the European Coal and Steel Community have submitted 
under the waiver granted them in 1952 to permit their formation of a common 
market in coal and steel consistent with their obligations as contracting parties. 

When the report was initially discussed in plenary session, there was emphasis 
laid both upon the importance of the Coal and Steel Community as a major 
experiment in economic integration and upon the importance of a close and con- 
structive review of its operations as they relate to the terms of the waiver from 
the general agreement. Several countries indicated that they would like to 
inquire closely into the effects on third countries of certain aspects of the com- 
munity’s operations. Since the waiver releases the member states from certain 
important obligations under the general agreement, in particular the applica- 
tion to trade in coal and steel of the nondiscrimination rule, the contracting 
parties, in granting the release, sought assurance that the interests of third 
countries in the markets of the community and in its supplies of coal and steel 
would be safeguarded. The preamble of the waiver cities, among other con- 
siderations precedent to the granting of the waiver, an undertaking of the 
community to take account of the interests of third countries as consumers and 
suppliers of coal and steel products and to insure that equitable prices are charged 
by its producers in markets outside of the community. 

Working party 3, which was established to consider the report, accordingly 
dealt with the questions which were raised on third-country interests, in addi- 
tion to the questions concerning the progress made by the member states in 
formation of the common market. 

The working party was agreed that the measures which had been taken by 
the member states under the authority of the waiver were consistent with the 
terms of the waiver. These measures included the elimination of all customs 
charges and quantitative restrictions upon trade in special steels among the 
member states, exclusive of Italy, as from August 1, 1954, the effective date 
of the common market for these products; the establishment of certain tariff 
quotas on steel by the Benelux Governments; and the maintenance of temporary 
export restrictions on scrap exports from the community. 

The working party uncovered a sharp divergence of opinion, on the other hand, 
as to whether other measures of the community in the field of commercial policy, 
which were of consequence to third countries, should also be weighed in rela- 
tion to the community’s obligations under the waiver. The most important of 
several specific issues raised by third countries interested in the markets or 
supplies of the community concerned the prices charged for steel exported to 
outside markets by producers of the community. It was claimed that these 
prices were inequitable and that there was evidence that they were the result 
of a restrictive agreement among the steel exporters of the community. 

The member states and the high authority supplied the data on prices desired 
by the working party for an inquiry into this question, but took the position 
that it was not within the competence of the contracting parties to make such 
inquiry. The basis on which the contracting parties could assert their interest 
in this matter of export prices and a possible export cartel was the undertaking 
to insure equitable prices in markets outside the community, referred to in 
the preamble, and the similar undertaking to prevent restrictive or discrimina- 
tory practices impeding normal competition in coal and steel. The member states 
did not accept these undertakings as constituting formal obligations under the 
waiver. 

In addition, the member states and the high authority contended that the 
latter, under the treaty by which it operates, could not take action against an 
export cartel unless it found that the cartel caused a disturbance on the common 
market or resulted in “inequitable” prices being charged for exports. They did 
not regard evidence that producers of the community charged higher prices in 
export markets than in the common market as evidence of inequitable export 
prices, claiming that the proper standard of comparison was the prices charged 
by other suppliers to the export market. 

The working party concluded that it was not feasible during the ninth session 
to attempt to investigate the detailed price structure of steel products sold 
by producers in the community or to make a finding concerning the equitability 
of such prices. It did note, however, that it would be desirable to have more 
information available on prices in future years, so that the contracting parties 
might more effectively deal with any questions of price which might be raised. 
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It expressed the hope, also that the high authority could make available the 
results of its examination of producers’ agreements within the community. and 
its plans for remedial measures. 

The working party was unable to reach agreement as to whether the under- 
takings referred to in the preamble of the waiver constituted formal obligations 
upon the community and its member states. It called the important differences 
of opinion on this point to the attention of the contracting parties and recom- 
mended that this question of interpretation be resolved prior to the consideration 
of future annual reports. 

When the contracting parties considered the working party’s report in late 
January 1955, they approved these and other specific recommendations in the 
report. It was agreed that the report should be publicly released. 

Concurrent with this action, the delegation of Denmark requested that recent 
developments in the prices charged by community producers for exports of 
steel to outside markets, and specifically to Denmark, be considered by the 
contracting parties as a separate item on the ninth session agenda. (See 20 
(c), p. 1193.) 


(b) United Kingdom waiver on article I 


(i) First annual report.—The contracting parties received the first of the 
annual reports submitted by the United Kingdom on actions taken under the 
waiver from article I which it received at the eighth session with respect to items 
not bound in its tariff schedule at the time and traditionally imported duty free 
from Commonwealth sources. 

This waiver was requested by the United Kingdom to resolve a unique problem 
which it faced. While other contracting parties were free to increase any duties 
which were not bound under the agreement, the United Kingdom did not, as a 
practical matter, enjoy the same freedom. To discharge its obligations under 
the agreement, it would be required to impose a duty on Commonwealth goods 
if, at any time, it increased the most-favored-nation rate on an unbound item. 
Otherwise it would violate the provisions of article I against increases in margins 
of preference. For political reasons, it could not revise its tariff legislation to 
modify its treatment of Commonwealth goods, which is a matter of long-estab- 
lished policy. In those cases where imports from Commonwealth sources are 
negligible or nonexistent and the margin of preference is of no economic signifi- 
cance, the United Kingdom felt it should be relieved of this dilemma. 

The waiver was granted subject to rigorous procedural safeguards designed to 
prevent future diversion of trade to British Commonwealth sources. Specifi- 
cally, the waiver applies only when the interested contracting parties agree that 
there is no likelihood of substantial diversion of trade, or, if asked to decide the 
matter, the contracting parties themselves agree that the evidence does not 
indicate the likelihood of substantial diversion. 

The United Kingdom reported that the waiver had been invoked to increase 
the unbound most-favored-nation rate on certain fresh and preserved fruits and 
vegetables and on certain flowers, foliage, and nursery stock. The United 
Kingdom gave direct notice of its intentions to countries thought to be interested 
in these items and held informal consultations with those requesting it. In all 
cases it was agreed that the waiver should apply. 

The contracting parties took note of the fact that the procedures under the 
waiver had been followed in all cases and that no formal consultations had been 
necessary. 

(ii) Amendment of waiver—tate in the session, the United Kingdom re- 
quested an amendment of the waiver to make it applicable, subject to the same 
safeguards, to items which were bound in its tariff schedule as of the date of the 
Waiver (October 24, 1953), but which are subseqently unbound, under the 
procedures of the agreement, to the extent necessary to permit a desired rate 
increase. 

The rationale was the same as that behind the request for the original waiver, 
1. e., the fact that the United Kingdom would otherwise be deprived of the free- 
dom with respect to its rates enjoyed by other contracting parties because of 
its obligations under the general agreement and the requirements of its policy 
toward the Commonwealth. The decisions being reached in the review of article 
XXVIII made it clear that contracting parties would retain the right to withdraw 
or modify existing concessions under the agreement, both through negotiation 
with interested parties, and in retaliation for the withdrawal of concessions by 
others. Without the proposed amendment to the waiver, the United Kingdom 
would be unable to exercise these rights under article XXVIII, since in so doing 
it would either have to increase a margin of preference, in violation of its obliga- 
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tions under article I of the general agreement, or impose a duty on imports from 
Commonwealth sources, in violation of its other obligations. 

The United Kingdom delegation made it clear in the course of the discussion 
of this proposal that it had no immediate plans for the use of this additional 
authority and that the request was merely intended to close a technical gap 
in the 1953 waiver, which had become significant in view of developments on 
article XXVIII. The limitations and safeguarding procedures of the 1953 waiver 
would be applicable to the waiver as amended, which meant that a margin of 
preference could not be increased if there were evidence that a diversion of trade 
to Commonwealth sources would result. 

In light of this protection, the contracting parties, after review of the proposal 
by working party 7, agreed to amend the waiver to make it applicable to the 
provisions of both paragraph 4 (a) and 4 (b) of article I. The decision to this 
effect was adopted March 5, 1955. 


(Cc) Australian customs treatment for products of Papua, New Guinea 


The contracting parties received and took note of Australia’s first annual 
report submitted under the waiver it received at the eighth session to permit 
it to afford preferential, duty-free treatment to imports of primary products 
from the territory of Papua, New Guinea. The purpose of the waiver is to 
encourage the economic development of the territory. 

The report indicated that no measures had as yet been taken under the waiver. 
The Tariff Board had been asked to investigate whether protective measures for 
timber and rubber were necessary but had not yet reported. 


(ad) Italian customs treatment for Libyan products 


(i) Second annual report.—As required under terms of the waiver, both Italy 
and Libya submitted their second annual reports on operations under the waiver, 
which permits Italy to afford special customs treatment to certain products of 
Libya. The reports showed that imports into Italy from Libya had increased 
following application of the waiver, with the exception of certain imports which 
had been of a temporary character, such as scrap. The contracting parties took 
note of the reports. 

(ii) Amendment of waiver.—In theLibyan report and in the statements of the 
Italian and Libyan representatives which introduced the annual reports, ref- 
erence was made to Libya’s desire for an increase in the tariff quota on olive oil 
for 1955. In place of a quota of 1,000 tons of olive oil admitted duty free into 
Italy, Libya sought a duty-free quota of 2,500 tons, because of an unusually high 
production in 1954. Italy has been the traditional market for the Libyan product. 

Italy supported Libya in this request and sought, in consequence, amendment 
of the annex to the decision of October 9, 1952, which granted the waiver. A 
decision to this effect was adopted by the contracting parties on November 17, 
1954. 


7. SUCCESSION OF FEDERATION OF RHODESIA AND NYASALAND (ITEM 10) 


The contracting parties adopted a declaration which recognizes the Federation 
of Rhodesia and Nyasaland as a contracting party to the agreement, succeeding 
to the rights and obligations under the agreement of the Government of Southern 
Rhodesia and of the Government of the United Kingdom in respect of the terri- 
tories of Northern Rhodesia and Nyasaland. The declaration also accepts as 
applicable to the federation the election of Southern Rhodesia to be governed by 
annex J in the discriminatory application of balance-of-payments restrictions. 

The contracting parties agreed to defer until the 10th session their considera- 
tion of the changes required in the schedules and annexes of the agreement 
which show the tariffs and preferential arrangements applicable to the areas 
under the federation. The representative of the federation indicated that a new, 
uniform tariff would be completed and a new schedule submitted to the con- 
tracting parties by about the middle of 1955. 

At the eighth session, the Governments of Southern Rhodesia and the United 
Kingdom, in a joint declaration, had informed the contracting parties of the 
impending transfer to the Federal Government of jurisdiction over matters cov- 
ered by the general agreement with respect to Southern Rhodesia, Northern 
Rhodesia, and Nyasaland. The contracting parties instructed the Intersessional 
Committee to prepare the changes under the agreement which would be required 
by this transfer and to report to the ninth session. 

The Intersessional Committee’s report to the ninth session recommended that 
the transfer of authority, which had been effected on October 30, 1953, be recog- 
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nized by a procedure similar to that provided in article XXVI: 4 (c) for a 
customs territory which acquires autonomy and is to be given independent status 
as a contracting party. To this end, it submitted the draft declaration which 
was adopted. The report also suggested certain changes which might be made 
in schedule XVI, which relates to Southern Rhodesia, and in annexes A and G, 
which relate to the preferential arrangements applicable to the three territories, 
should it not be the wish to defer formal action to the next session. 

The working party on schedules reviewed these suggestions. It concluded 
that one, Which involved changing the title of schedule XVI to read “Rhodesia 
and Nyasaland” and adding blank sections for the two territories not presently 
covered by the schedule, would not be worth while, since a new schedule would 
be available before the protocol effecting these changes could enter into force. 
It did not approve the other suggested changes, which would affect annexes A 
and G, since it felt there could be no change in the position under article 1: 4 or 
annexes A and G until the situation as to the binding of margins of preference 
under the new tariff schedule was known and any necessary adjustments made 
in accordance with the principles of article XXIV. 


s. ACTION UNDER ARTICLE XXIV ON CUSTOMS UNIONS AND FREE TRADE AREAS 
(ITEM 11) 


(a) South Africa-Southern Rhodesia Customs Union 


The contracting parties agreed to postpone to the 10th session consideration 
of a plan and schedule for completion of this customs union. On November 17, 
1954, they approved a decision extending the period during which the govern- 
ments concerned could avail themselves of the declaration of May 18, 1949, which 
entitles them to claim the benefits of the provisions of article XXIV relating to 
the formation of customs unions. 

Under the declaration, the Governments of the Union of South Africa and 
Southern Rhodesia had undertaken to submit by July 1, 1954, a definite plan and 
schedule for completion of a customs union between their customs territories. 
The establishment of the Federation of Rhodesia and Nyasaland, which succeeded 
to the rights and obligations of Southern Rhodesia under the agreement, neces- 
sarily delayed progress toward formation of a full customs union. Early in the 
ninth session, the Federal Government and the Government of the Union of 
South Africa requested confirmation from the contracting parties that they were 
permitted to continue to apply the customs union (interim) agreement tempo- 
rarily until a decision could be reached on the trade relations between the two 
countries. 

In the ninth session the contracting parties also received and took note of the 
fifth annual report of the Southern African Customs Union Council on develop- 
ments under the customs union (interim) agreement. 


(b) Nicaragua-El Salwador free-trade area. 


The contracting parties received and took note of the third annual report sub- 
mitted by Nicaragua, in accordance with the decision of October 21, 1951, on 
operations under its Free Trade Treaty with El Salvador. (El Salvador is not 
a contracting party.) The report revealed that in November 1953 Nicaragua had 
been required to restrict exports to El Salvador for the first time, due to a short- 
age of the products concerned (maize and beans), but that the restrictions had 
been lifted in May 1954. 

The chairman of the contracting parties suggested that the next annual report 
analyze the trade between the two countries more fully, to throw light on the 
extent of trade not covered by the treaty. 


9. COMPLAINTS (ITEM 12) 


(a) United States restrictions on dairy products 


As requested by the contracting parties at their eighth session, the United 
States submitted a report prior to the ninth session on the actions it had taken 
concerning its import restrictions on dairy products. 

There has been a long history of consideration by the contracting parties of 
the reasons for and effects of these restrictions. At the sixth session in 1951 
several contracting parties complained that the restrictions on certain fats, oils, 
and dairy products introduced in August 1951 by the United States under section 
104 of the Defense Production Act nullified and impaired concessions granted 
by the United States and were an infringement of United States obligations under 
the agreement. The contracting parties considered these complaints justified, 
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but agreed to carry the item over to the following session, in view of the efforts 
being made by the executive branch of the United States Government to have 
section 104 repealed. 

When the Defense Production Act was renewed in July 1952, section 104 was 
retained in modified form. Thus, in a resolution at the seventh session, the 
contracting parties recommended that the United States have regard to the effects 
of its continued application of these restrictive measures, continue its efforts to 
secure repeal of section 104, and report to the contracting parties before the 
eighth session on the action it had taken. They also authorized the Nether- 
lands to restrict its imports of wheat flour from the United States during 1953 
to compensate for the damage to its exports caused by the restrictions imposed 
under section 104. 

Section 104 of the Defense Production Act subsequently expired, but the United 
States continued certain of the restrictions in modified form under section 22 of 
the Agricultural Adjustment Act, as amended. 

At the eighth session the United States explained the reasons for continuing 
the import restrictions and reported that the United States dairy industry had 
undertaken to develop measures to correct some of the basic difficulties which 
required the use of import restrictions. The contracting parties renewed the 
authorization to the Netherlands Government to restrict imports of wheat flour 
from the United States and asked the United States to report before the ninth 
session on the action it had taken. 

The United States report to the ninth session described the steps that the 
United States had taken to reduce the maladjustment between dairy supplies and 
commercial demand, which underlies its use of quotas. In the field of production 
incentives it had substantially reduced the level of price assurance, and in the 
field of consumption it had taken steps to encourage increased consumption. 
Large quantities were being made available for school-lunch programs and, 
through donations or sales at less than cost, for welfare use at home and abroad. 
Although the effects could be seen in the leveling off of production and the expan- 
sion of consumption, large Government-held stocks were still on hand, and it 
was not possible to consider any relaxation in the controls on imports at the 
time. The report also mentioned the efforts the United States had initiated 
to work with other dairy exporting countries in developing new markets in areas 
of the world where per capita consumption of milk and milk products is below 
minimum dietary standards. 

When this report was discussed, there were serious, careful statements by a 
number of contracting parties. All of these welcomed the news concerning the 
steps being taken to reduce supplies and increase consumption, but expressed 
regret that it was not yet possible for the United States to relax its restrictions. 
The opinion was widely shared that the damage done by the restrictions to the 
trade of other countries continued unchanged and that the request to the United 
States to remove the restrictions should be renewed. 

A resolution was adopted which continued the authorization to the Netherland 
Government to limit imports of wheat flour from the United States during the 
year 1955 and requested the United States to report before the opening of the 
10th session on any action it had taken. 


(b) United States duty on dried figs 


As in their two previous sessions, the contracting parties considered the in- 
crease in the duty on dried figs which the United States instituted in 1952 
and the subsequent efforts made to redress the injury to the trade of three 
countries affected by the increase—Greece, Turkey, and Italy. 

The increase was made pursuant to a finding of the United States Tariff 
Commission that, as a result of a tariff concession granted by the United States, 
dried figs were being imported into the United States in such increased quan- 
tities as to cause serious injury to the domestic industry and to threaten con- 
tinued injury. The United States accordingly invoked the “escape clause” of the 
general agreement (art. XIX), which provides that, in such a case, the con- 
cession may be modified “to the extent and for such time as may be necessary 
to prevent or remedy such injury.” 

The countries affected by the duty increase had maintained from the outset 
that restoration of the concession was the best solution and drew hope from 
the fact that the United States was keeping the need for the increase under 
review. Turkey and Greece had also, however, explored with the United States 
possible compensation for the injury to their trade. Turkey suspended the 
application to trade with the United States of certain concessions on United 
States export items, an action which was reviewed by the contracting parties 
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at the seventh session, in accordance with the terms of article XIX, and not 
disapproved. The resolutions adopted by the contracting parties at the seventh 
and eighth sessions endorsed the view that a restoration of the concession would 
be the desirable solution and asked the United States and the affected govern- 
ments to report on their further actions in this matter. 

The United States reported to the ninth session that the United States Tariff 
Commission had reviewed the situation again. The Commission’s report of 
August 24, 1954, indicated that conditions of competition with regard to the 
trade in imported and domestically produced figs had not changed materially. 
Imports in 1953 were 7.8 million pounds, the highest level reached since 1930 
except for 1950. The estimated quantity available for export to the United 
States in 1954 would be equal to, if not greater than, that shipped in 1953. 
The President had approved this report on September 11, 1954. 

Since it did not appear that a restoration of the concession could be effected 
within the immediate future, the United States felt that the best solution would 
be for it to offer concessions on other items. On November 11, 1954, the United 
States had given public notice that it would seek to negotiate adequate com- 
pensatory concessions with the countries affected by the increase in the fig duty. 

Proposals were received in response to the United States offer of compensatory 
concessions from each of the affected countries. Before the end of the session, 
it was possible to report to the contracting parties that a satisfactory settle- 
ment had been reached with Greece (see sec. 17, p. 1192), and that negotiations 
were underway with Turkey and Italy. It was agreed that the matter of the 
increase in the United States duty on figs was thus disposed of, insofar as the 
contracting parties were concerned. 


(c) United States export subsidy on oranges 


The subsidy paid by the United States on its exports of oranges to Europe 
was again discussed by the contracting parties at the request of Italy, one of 
several countries which consider their trade affected by this measure. 

When the subsidy was first discussed at the eighth session, Italy, South Africa, 
and the United Kingdom (on behalf of its dependent territories) expressed con- 
cern over the effect of the American export payment program on their position 
in traditional markets. 

In response, the United States said the situation illustrated the kind of 
undesirable chain reaction which arises from the use of balance-of-payments re- 
strictions on international trade. The United States was providing export 
subsidies on oranges to maintain its traditional markets until more normal times 
returned and the American product was no longer handicapped by dollar import 
restrictions. The United States stood ready to consult with the interested gov- 
ernments and would report to the contracting parties on its use of a subsidy 
in this ease, as provided in article XVI of the agreement. 

Bilateral consultations with Italy, the Netherlands, and South Africa were 
subsequently held. 

In the initial plenary discussion of the item at the ninth session, Italy indi- 
cated that the effort to solve the problem through direct negotiations between 
the two parties, in the spirit of article XVI, had not produced the desired 
results. Although the subsidy had been suspended in July 1954, it had been 
announced that it would be reintroduced on November 1, 1954. Italy requested 
that this matter be kept on the agenda so that it might revert to it later in the 
session, if necessary. . 

South Africa expressed similar concern over the subsidy, which it claimed 
was causing serious damage to its markets in Europe. Although there had 
been discussions between South Africa and the United States regarding this 
matter, South Africa was not satisfied with the results. Greece, the United 
Kingdom, and Australia associated fhemselves with the views of these other 
delegations. 

The United States delegate responded with a statement of the reasons for the 
subsidy and for the judgment of the United States that there was no legitimate 
basis for complaint against it. Among other points, he brought out again that the 
export payment program was designed to help American exporters regain a place 
in the markets which they had previously won in conditions of free competition. 
The subsidy was intended to be a partial solution to the problem created for 
United States exporters by dollar import restrictions. United States exports of 
oranges had increased in the postwar period, but the bulk of the increase was in 
areas for which no subsidy was granted and where there was free competition, 
mainly in Canada. The American share of the European market has increased, 
but no more than the Italian share and less than the South African share. 
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Even with a subsidy, the American orange was higher priced than others. The 
demand for it showed that it had a natural competitive advantage, due to its 
quality. The United States has reduced its subsidy payments in each successive 
year from $1.65 a box in the 1949-50 crop year to 75 cents for the forthcoming 
year. Considering these facts, it was hard to see what basis for complaint there 
was. It was to be hoped that, with continued economic improvement, dollar 
import restrictions would be eliminated. This would provide a basis for removal 
of the special assistance to exporters. 

Subsequently, conversations were held by Italy and the United States in Geneva 
and in Washington on this problem. Late in the session, the contracting parties 
were advised that there was no need for their further consideration of the item 
at that time. Both Italy and South Africa reserved their right to revert to the 
matter at the 10th session. 


(d) Brazilian internal tares 


The contracting parties considered again a long-standing complaint of France 
and the United Kingdom against Brazil’s application of internal taxes on certain 
imported products, including watches, clocks, cigarettes, and various alcoholic 
beverages, which are higher than those levied on the like domestic product. As 
in previous years, the Brazilian delegate reported that efforts to secure a repeal 
of the discriminatory tax by the legislature had not yet been successful, and, ad- 
mitting that the Brazilian Government was at fault, recognized the right of the 
affected parties to have recourse to article XXIII. Later in the session, he re- 
ported that a bill to correct the situation was under consideration by the Brazilian 
Congress whereby the situation would be corrected in 1955. 

The item was retained on the agenda for the next session. 


(e) Brazilian compensatory concessions 

Another longstanding complaint against Brazil was satisfactorily settled and 
accordingly withdrawn from the agenda. This complaint concerned compensa- 
tory tariff concessions which Brazil had agreed to in negotiations with the United 
States and United Kingdom in 1949 but had not put into effect. 

When the item was first taken up at the ninth session, the United States 
stated that, because of the long delay in resolving this matter, it would seek 
authorization from the contracting parties to suspend compensatory concessions 
which it had negotiated with Brazil, including specifically its concessions on 
Brazil nuts. The United Kingdom reserved its right to propose similar sus- 
pensions on its part. It was agreed to retain the item on the agenda for later 
action, to afford time for consultations among the countries concerned. 

There was subsequent bilateral talks between the United States and Brazil, 
which resulted in the Brazilian delegation requesting immediate implementation 
of the concessions by the Brazilian Government. On December 13, 1954, the 
Brazilian Finance Minister in Rio de Janeiro issued a circular to all customs 
officials putting into effect the compensatory concessions which had been nego- 
tiated at Annecy, on August 13, 1949, on oat flour, sanitary and domestic earthen- 
ware, and equipment for ambulances, trusks, etc. In announcing this to the con- 
tracting parties, the Brazilian delegate reported that, under Brazilian law, it 
would be possible to obtain a refund on duties previously paid on these items. 


(f) Belgian dollar import restrictions 


The Belgian delegate announced that Belgium had put an end to all exchange 
restrictions on goods imported from the dollar area in May 1954. In light of 
this announcement, the complaint brought by the United States and Canada in 
1951 concerning Belgian discrimination against dollar goods was terminated. 

The purpose of these restrictions had been not to protect low dollar reserves, 
which is permitted by the balance-of-payments exceptions of the agreement, but to 
encourage imports from countries of the European Payments Union in order to 
reduce the Belgian surplus in that union, which had grown so large as to be con- 
sidered a threat to Belgium’s monetary stability. 

Although these general restrictions were ended, discriminatory import re- 
strictions on a very few items were still maintained by Belgium for other special 
reasons. It had been decided within the United States Government that it would 
be more advantageous to pursue these restrictions on a case-by-case basis and, 
with one exception, on a bilateral basis. The exception was coal. Belgian import 
restrictions against United States coal were the subject of a separate complaint 
brought before the contracting parties by the United States at this session. (See 
sec. 9 (p), p. 1186.) 
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(y) Belgian family allowances 


The Belgian delegate also announced the repeal, as of March 6, 1954, of the 
special tax on goods imported by public agencies which had been applied under a 
system providing family allowances for workers. The tax was discriminatory in 
nature and complaints against it had been made by a number of European coun- 
tries at previous sessions. 


(h) French statistical tar on imports and exports 


Early in the session, the French delegate announced that France had suspended 
from October 1, 1954, to the end of the year its ad valorem statistical tax on im- 
ports and exports, on which complaint had first been made at the eighth session. 
He hoped to be able to announce permanent suspension of the tax before the end of 
the session. It was agreed to retain the item on the agenda pending further 
notice. 

Early in January 1955, the French delegate announced that the tax had been 
abolished by a government decree of December 31, 1954. 

The complaint concerning the tax had been brought by the United States, which 
questioned whether the tax, levied at 0.4 percent on all exports and imports, was 
consistent with the general agreement and which considered that it nullified or 
impaired United States tariff concessions. France had agreed, at the eighth 
session, that the complaint was warranted and had given assurances that the tax 
would be abolished in the near future. It could not be abolished immediately 
since it was included in the current national budget and was the source of social- 
security benefits for farmers. 


(i) French stamp tar 


The contracting parties considered a complaint by the United States against 
an increase in the French stamp tax as applied to items on which concessions had 
been granted. The increase, from 1.7 percent to 2 percent of customs duties paid, 
had been made in March 1954. The French delegate stated that the increase in 
the tax covered an increase in the cost of the customs services which the tax 
was intended to defray and considered it justified under article II: 2 (c) of the 
general agreement. This provision permits a contracting party to impose fees or 
other charges on imports commensurate with the cost of services rendered. 

Upon assurances that the French Government was conscious of the require- 
ments of article II and did not intend to vary the amount of the tax beyond the 
limits permitted by paragraph 2 (c), and since there was no significant injury to 
American trade, the United States withdrew its complaint. The action was 
taken without prejudice to the principle that an ad valorem tax is not, in general, 
consistent with the requirements of article II: 2 (c). 


(j) French special temporary compensation tax on imports 

This was one of the most difficult complaints before the contracting parties at 
the ninth session. 

The French Government first imposed the temporary compensation tax in April 
1954, applying it to those items which it had freed from quantitative restrictions 
when imported from other countries of Western Europe, under the OEEC program 
for liberalizing intraregional trade. It regarded the tax as a necessary adjunct 
to the order which lifted these restrictions for 52 percent of its trade. Because 
of the disparity between French and foreign prices, the French Government 
anticipated that the removal of import quotas would lead to a sudden, sharp 
increase in imports of foreign merchandise. It felt that it could not subject 
French industry and agriculture to this new condition of competition overnight, 
but must employ some transitional measure to ease the shock. It therefore 
decided to impose a tax, which, as its name suggests, would temporarily compen- 
sate for the loss of protection previously provided by import quotas. As adjust- 
ments were made to increased competition, the tax would be removed. 

The United States and certain other governments moved promptly to reserve 
their rights under the general agreement. The tax was collected by customs 
officials and based upon customs valuations. Therefore, except where it applied 
to items on which no tariff concessions had been granted, it was a charge on 
imports in excess of rates bound under the agreement and was an infringement 
of article IL of the agreement. Imports from French colonial territories were 
exempt from the tax. Thus it also resulted in an increase in margins of prefer- 
ence, contrary to the requirements of article I. The tax applied equally to coun- 
tries like the United States against which quantitative import restrictions on the 
items taxed were still maintained and to the OEEC countries, which were no 
longer subject to such restrictions. 
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At the intersessional meeting of the contracting parties in July 1954, it was 
agreed to place the item on the agenda for the ninth session. Preliminary con- 
sideration was given by the United States and other interested parties to how 
the problem could Best be handled by the contracting parties, so as to safeguard 
the issues of principle involved and secure the elimination of the tax without 
unduly jeopardizing the progress being made in the European liberalization 
program. 

In September 1954, France reduced the rates of the tax applied to items liberal- 
ized in April. At the same time, it advanced to 65 percent the proportion of its 
intraregional trade liberalized, applying the tax to the items newly freed. In 
November 1954, it made further reductions in the rates of the tax, bringing the 
rates on items originally taxed at 10 to 15 percent to 7 and 11 percent, respectively, 
It also pledged 75 percent liberalization by April 1, 1955. On January 10, 1955, 
France made this pledge of 75 percent liberalization effective on an experimental 
basis. 

In the light of the undertakings of the French Government to remove the tax 
as soon as possible and this evidence as to its sincere intentions in this matter, 
the contracting parties approved a decision on January 17, 1955, which reflects 
their concern over the deviation from the provisions of the agreement involved 
in the tax ; confirms the undertaking of the French Government to remove the tax 
as soon as possible ; recommends that the French Government take steps to reduce 
the discrimination against the trade of contracting parties whose exports are 
subject to the tax but to which the liberalization measures do not apply; and 
provides for successive checks by the contracting parties on the progress made by 
the French Government in implementing this undertaking and this recommenda- 
tion. The French Government is called upon to report to the Intersessional 
Committee, with the first report to be submitted before April 1, 1955. The Inter- 
sessional Committee is authorized to initiate consultations with the French 
Government, at the request of any contracting party. Finally, the matter is to 
be reviewed at the 10th session, in light of the progress made by the French 
Government in carrying out its undertaking and the recommendation of the con- 
tracting parties. 


(k) Swedish antidumping duties 


The contracting parties reviewed a complaint by Italy that the Swedish Govern- 
ment was applying antidumping duties on nylon stockings in a manner that did 
not conform to the requirements of article VI and that resulted in an increase in 
bound duties contrary to article II. This was the first case relating to anti- 
dumping procedures which has come before them. 

Article VI defines dumping as the sale of a product abroad at less than the 
price for the like product when destined for consumption in the exporting coun- 
try. It authorizes the use of antidumping duties by the importing country 
if material injury to its domestic industry is either caused or threatened by 
the dumping. The complaint originally referred to a decree of May 29, 1954, 
whereby the Swedish Government levied antidumping duties on imports of 
nylon stockings whenever the invoice price of the imported product was below 
a minimum or “basie price” fixed by the Swedish Government, the importer 
being entitled to a refund if he could show that the invoice price was no lower 
than the price on the internal market in the country of origin. 

On October 15, 1954, the Swedish Government issued a new decree designed 
to meet the Italian complaint. Thus, when the item was first taken up by 
the contracting parties, the Italian delegate proposed that action on the com- 
plaint be postponed pending consultations between Italy and Sweden in light 
of the new decree. The United Kingdom delegate asked to take part in these 
consultations. The contracting parties approved these suggestions and agreed 
that, if necessary, the problem could be referred to the panel on complaints. 

Upon examination of the October 15 decree, the Italian Government felt that 
the Swedish antidumping duties were still inconsistent with the provisions of 
the agreement and that they nullified and impaired benefits which should accrue 
to Italy under the agreement. Although the new decree provided that anti- 
dumping duties would normally be levied in relation to a “normal value,” 
defined in terms similar to the provisions of article VI, it retained the system 
of “basic prices” as an administrative device. The Swedish customs authori- 
ties would exempt from antidumping inquiries any consignment at a price 
higher than the basic price; they would also assess the antidumping duty in 
relation to the basic price, whenever that price was lower than the normal 
value, making the duty less than it would otherwise be. 
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It was claimed by Italy that the system of basic prices discriminated against 
low-cost producers and tended to influence unduly the decisions of the customs 
authorities, rendering ineffective the formal protection which the decree ap- 
peared to afford to exporters by providing that duties should be related to 
“normal value.” The system was said to be inconsistent with the most-favored- 
nation provisions of article I, as well as the provisions of article VI. It was 
also contended that injury was done to Italian commercial interests, who were 
deprived of the protection they should have received under article VI, since 
antidumping duties were levied when it was not established that dumping had 
occurred. 

The panel on complaints was asked to investigate these claims. Its conclusions 
were that the basic price system itself was not inconsistent with articles I 
or VI, but that, in practice, the administration of the system might easily run 
into conflict with the obligations in these articles. 

The panel also found that imports of Italian nylon stockings into Sweden 
had decreased appreciably after the introduction of the antidumping duties, 
due in part to the delays which were encountered in the clearing of consign- 
ments. It was unable to reach any conclusion as to the Italian claim that 
Sweden was imposing antidumping levies in the absence of dumping. A decision 
on this point involved a variety of technical questions on which full information 
was not available. 

The panel therefore concluded its report with a recommendation, which the 
contracting parties approved, that the Swedish Government undertake to im- 
prove the administration of the decree of October 15, 1954, to minimize delays 
and other impediments to the exports of Italian nylon stockings to Sweden; that 
the Governments of Italy and Sweden arrange for an inquiry by Swedish au- 
thorities to clarify the facts on which the two governments differed, so that 
it might be determined whether dumping was involved in the sale of Italian 
stockings on the Swedish market; and that the two parties report to the 10th 
session or, if necessary, to the Intersessional Committee. 

When the contracting parties approved these recommendations, the Swedish 
delegate accepted them on behalf of his Government, although expressing the 
view that Sweden’s record in administering its antidumping regulations would 
compare favorably with the records of other governments. He called attention 
to what he regarded as a significant question of principle involved. A low-tariff 
country, such as Sweden, was peculiarly vulnerable to dumping yet found it 
difficult, in the absence of quantitative restrictions, to take corrective measures 
under the general agreement. In the case of nylon stockings, Sweden’s duty 
was 7 percent, compared to rates of 20 percent and higher in most other coun- 
tries. Sweden’s market for nylons, as for many other commodities, was one of 
the few free markets in Europe and thus especially attractive to exporters. 
At the same time, Sweden found itself unable to compete in other European 
markets because of the high tariffs and import quotas maintained by other 
governments. There was a lack of true reciprocity in such a situation. 


(l) Turkish import tarves and export bonuses 


The Italian Government brought before the contracting parties a complaint 
against certain special import taxes imposed by Turkey, which affected many 
items bound under the agreement (including five on which concessions had been 
granted to Italy) and which were therefore inconsistent with article II: 1 (b); 
also against certain export subsidies which, in the Italian view, might be detri- 
mental to Italian exports and should have been reported to the contracting 
parties under article XVI. 

it was decided to refer the complaint to the panel on complaints. The 
Italian and Turkish delegations subsequently agreed, however, that this would not 
be necessary. The measures were said to be of a temporary character and it was 
the belief of the parties concerned that the problems they raised could be solved 
without intervention of the contracting parties. 


(m) German discrimination in coal imports 


At the request of the United tSates, a complaint against German restrictions 
ob imports of coal from the United States was on the ninth session agenda. 

In June 1953, the United States had been informed by the German Government 
that licenses for importation of United States coal against payment in dollars 
would be sharply limited in the next quarter and discontinued for an indefinite 
period beginning October 1, 1953. After these regulations were put into effect, 
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United States coal was permitted into Germany in only limited quantities 
through third countries, for payment in European currencies, This embargo 
upon direct imports of United States coal came at a time when conditions in the 
American coal industry were worsening and when the industry was turning to 
the Government for assistance in developing measures of relief. A relaxation 
of Germany's coal import restrictions would have been of benefit in this situation 
and appeared to be feasible in light of Germany’s improving dollar position. 
The intensification of Germany’s restrictions against United States coal was 
therefore a matter of intense concern to the United States Government. The 
intensification could not, in the United States view, be justified under the general 
agreement. When prolonged direct talk with the German Government failed to 
lead to the removal of the restrictions the United States decided to raise the 
matter before the contracting parties. 

The two Governments were in agreement, however, that it was desirable to 
solve the issue between them without the necessity of formal review of the 
complaint by the contracting parties and that bilateral talks should be con- 
tinued for this purpose. They asked the contracting parties to defer taking up 
the item until late in the session. 

In the ensuing discussions, the two governments were still unable to reach full 
agreement on the action the German Government should take. The German 
Government did introduce, however, an increase in the quota for imports of 
United States coal through third countries, which raised the amount of American 
coal licensed for entry into Germany by somewhat over 2 million tons and 
brought the level of probable imports in 1955 back to the level of 1953. This 
was a significant gain for the American coal industry, even though it did not 
meet the United States request for the removal of the restrictions imposed in 1953. 

In view of this progress and the understanding that the two governments would 
continue their efforts to achieve a completely satisfactory solution, the United 
States decided not to request formal consideration of the item at the ninth 
session. At its suggestion, the contracting parties agreed to postpone considera- 
tion of the complaint until the 10th session. Both the United States and German 
delegates expressed the hope that the problem would have been satisfactorily 
disposed of by that time. 


(n) Greek luxury tax and tariff changes 


The Italian Government filed a complaint against the application of the Greek 
luxury tax to certain imports of artificial textile fibers and manufactures when 
the comparable domestic product was exempt from the tax and against certain 
changes in import tariffs on products (textiles, cutlery, and eyeg!asses) whose 
rates were bound under the agreement. Austria, France, and the United Kingdom 
associated themselves with various aspects of this complaint. 

During the session, bilateral consultations held by Greece with Italy and 
Austria led to a settlement of the complaint and removed the necessity for 
formal action by the contracting parties. It was announced that the luxury tax 
had been abolished or reduced on a number of artificial fibers and that the Greek 
Government was working toward national treatment of the imported product in 
all eases. Where the changes in tariff treatment which were the subject of com- 
plaint were found actually to result in an increased rate of duty, agreement had 
been reached between the Governments concerned on what the new rate should be. 


(0) Peru’s prohibition of imports from Czechoslovakia 

Czechoslovakia brought to the attention of the contracting parties a Peruvian 
decree of March 11, 1953, which prohibited the importation of Czechoslovakian 
goods. It considered this measure in contravention of Peru’s obligations under 
the agreement. Here also, bilateral talks continued after the item was placed 
on the agenda and led toa satisfactory settlement. In January 1955, the Peruvian 
delegate announced that the decree had been abrogated and that it was hoped 
that normal trade between the two countries would soon be restored. 


(p) Belgian restrictions on imports of United States coal 


At the request of the United States, a complaint against Belgian restrictions 
on imports of American coal was on the agenda. Belgium had followed a liberal 
policy in licensing imports prior to the middle of 1953. During the final quarter 
of 1953, however, it issued licenses for only about 90,000 tons, as against previous 
licensing of as much as 77,000 tons in a month. In the first quarter of 1954, the 
amount licensed fell to 33,000 tons. Beginning in April 1954, there were no 
licenses issued for American coal, except such coal as was shipped into Belgium 
by France for processing into coke and for reexport. 
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This matter had been discussed on several occasions directly by the American 
and Belgian Governments in an attempt to work out some solution. Among the 
considerations behind the Belgian restrictions were the technical difficulties 
which unrestricted coal imports created for Belgium as a member of the Coal 
and Steel Community receiving subsidy payments to enable its high-cost coal 
mines to adjust to the common market. The United States was sympathetic to 
this problem. At the same time, the severe restrictions on United States coal 
imports were injurious to United States interests and, in the absence of balance- 
of-payments justification, were inconsistent with the obligations Belgium has 
assumed under the general agreement. 

As in the ease of the United States complaint against German import 
restrictions on United States coal, bilateral talks continued after the complaint 
was placed on the agenda and formal consideration of the complaint by the 
contracting parties was deferred. Discussions between the United States and 
Belgian Governments and between the latter and the High Authority of the 
Coal and Steel Community were carried on over the period November 1954— 
January 1955. In the course of these discussions, several possibilities were 
considered to meet the respective problems of the United States and of Belgium. 
A formula was evolved by which Belgium agreed to establish a minimum annual 
quota for direct imports of United States coal licensed for domestic consumption 
in Belgium, which would substantially increase the level of imports. In addition, 
the Belgian Government would allow United States coking coal to be imported 
for processing and reexport to nations outside of the Coal and Steel Community 
without restriction. Consideration would be given to an increase in the quota, 
if it were exhausted by actual commercial demand for United States coal. The 
two governments would plan to reexamine the entire situation in the second 
half of 1955. 

The United States Government accordingly withdrew its complaint, while 
reserving its right to bring the matter before the contracting parties again, should 
this appear desirable after the review of the situation in 1955. 


(q) German import duties on starch and potato flour 


Th contracting parties considered a complaint of the Benelux countries that 
Germany had failed to reduce its import duties on potato flour, starch, and their 
derivatives to the level of the duties applied by the Benelux, as agreed at Torquay 
in 1951. The specific agreement was that the duties would be reduced “as soon 
as possible” and that negotiations on the matter would be entered into not later 
than the fall of 1952. A difference of opinion had developed between the Benelux 
and Germany as to whether this undertaking had been fulfilled by the nezotia- 
tions which had been conducted in March 1953 and again in February 1954. In 
these negotiations, Gemany had indicated that it could not make the contem- 
plated reduction on the products in question and had put forward alternative 
suggestions. 

The dispute was considered by the panel on complaints, which concluded that 
the German Government could not bring down all of its duties on potato flour, 
starch and derivatives to the Benelux level at an early date. The chairman of 
the panel suggested that the countries concerned resume bilateral talks looking 
to some alternative settlement. The German delegation subsequently made an 
offer of immediate tariff concessions on potato starch and maize and wheat 
starch, coupled with an offer to negotiate at a later time on rice starch and starch 
derivatives. This offer was considered acceptable by the Benelux, subject to the 
understanding the matter might be reopened. 

The complaint was settled on this basis. 


10. TURKISH SCHEDULE TRANSPOSITION (ITEM 13) 


The Turkish Government asked the contracting parties to approve a new 
schedule which transposed its tariffs bound under the agreement, as set forth 
in schedule XXXVII, from specific to ad valorem duties and which also trans- 
posed its schedule into the Brussels nomenclature. Turkey had adopted a new 
tariff system, effective June 7, 1954, which was based upon the nomenclature of 
the Brussels convention and which established ad valorem duties exclusively. 
For those items in its schedule on which it had not reserved the right to convert 
to ad valorem rates, it initially attempted to continue in force, at least in trade 
with other contracting parties, the tariff classifications of schedule XX XVII and 
the specifie rates of duty therein. It found it difficult to operate two tariff sys- 
tems, however, and consequently decided to convert its entire schedule under the 
seheral agreement to ad valorem rates and to the Brussels nomenclature. 
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There is no provision in the agreement for the conversion of specific duties into 
ad valorem duties. Based upon this fact, it was the Turkish position that a coun- 
try was fully entitled to make such a conversion and to regard it as a simple 
matter of form, provided respect was paid to the concessions which had been 
granted by not increasing the protective incidence over that existing when the 
concessions were negotiated. The Turkish Government considered that its pro- 
posed conversion of rates did not impair the value of its tariff concessions. 

A few governments supported this general position, but others firmly opposed 
it, particularly since, in this case, ad valorem equivalents at 1948 prices were to 
be taken as the new rates. It was pointed out that to the extent prices had 
increased since 1948 the proposed new rates, applied to current values, would 
yield increased protection for domestic producers. The chairman ruled that, 
while nothing in the agreement prevented a country from converting an unbound 
rate from a specific to an ad valorem duty, the provisions of article II applied in 
the case of bound rates and any modification of rates would have to take account 
of the rights of interested contracting parties and be subject to the procedures of 
article XXVIII. He proposed that the matter be referred to working party 2 on 
schedules. 

The working party was agreed that the proposed adaptation of the Turkish 
schedule to the Brussels nomenclature could be handled under the normal rectifi- 
cation procedure, in accordance with the precedent established by the fifth ses- 
sion. The change in nomenclature would be taken to have the approval of the 
contracting parties, if no objections to it were lodged after governments had an 
opportunity to examine it. The working party concluded, on the other hand, that 
the conversion from specific to ad valorem rates should only be made under some 
procedures for the modification of concessions, since the obligations of a contract- 
ing party are established by the rates in its tariff schedule and any change in these 
rates could adversely affect the value of the concessions to other contracting 
parties. 

Since Turkey was one of the governments which had accepted the declaration of 
October 24, 1953, on the continued application of schedules and would have to wait 
until June 30, 1955, before it could apply the procedures of article XXVIII, the 
working party recommended that it be authorized to enter into consultations and 
negotiations with any interested governments under the “sympathetic considera- 
tion” procedures agreed upon at the eighth session. 

One government on the working party (Brazil) did not support this recom- 
mendation, holding to the position that the conversion of bound rates is a pure 
matter of form and does not require special authorization from the contracting 
parties. The Greek representative, as an observer, also recorded his Govern- 
ment’s view that the sole purpose of any negotiations should be to satisfy the 
contracting parties that the calculations on which the transposition was based 
had been correctly made. The Austrian representative considered that this 
ease should not be a precedent. The Turkish representative, while accepting 
the working party’s views for transmission to his Government, also adhered 
to the view that it was correct to convert the rates on a 1948 basis, that a 
conversion of rates was only a matter of form, and that it was therefore inap- 
propriate to require his Government to follow the “sympathetic consideration” 
procedure. 

When the working party report was approved by the contracting parties, 
the Turkish delegate announced that his Government, in a spirit of cooperation, 
had instructed him to enter into consultations and negotiations, as recom- 
mended by the working party, but still maintained its position on the questions 
of principle involved. Brazil and Cuba reserved their positions on these same 
questions of principle. : 


11. RECTIFICATION OF SCHEDULES (ITEM 14) 


As recommended by the Intersessional Committee in July 1954, governments 
which had proposals for rectifications of their tariff schedules submitted them 
in advance of the ninth session. The secretariat prepared a draft fourth 
protocol of rectifications and modifications, which was circulated to the con- 
tracting parties in the first days of the conference. Working party 2 on schedules 
was asked to prepare the final text of the protocol. 

The hope had been that the text could be approved and the protocol opened 
for signature early in the session. It took time to settle objections to certain 
proposals, however, and additional proposals were received for inclusion in 
the protocol. It was, therefore, not until late in the session that the working 
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party’s report on this matter, with the draft protocol in final form, was sub- 
mitted to the contracting parties and approved. The protocol was opened for 
signature at the end of the conference. 

In preparation of the protocol, one question arose involving a matter of 
principle and requiring study by the working party. The Austrian Government 
wished to convert specific rates on certain items into ad valorem rates, handling 
these changes as rectifications of its schedule. In its case, the authority to make 
such conversions had been specifically reserved in a note to its tariff schedule. 
The change would not involve a modification of its obligations under the agree- 
ment. Austria also proposed, however, that it should retain the old, specific 
rates in its schedule, as minimum rates. Its view that this would not impair 
the value of the concessions and could be also handled within the rectification 
procedure was not supported by the working party. In the view of the working 
party, sugh a change could only be inserted in a protocol of rectifications and 
modifications after negotiation with interested parties under the proper pro- 
cedures of the agreement. The Austrian delegation, therefore, did not insist 
on the insertion of the specific rates as minimum rates. 


12. STATUS OF PROTOCOLS (ITEM 15) 


At the beginning of the session, it was reported that the second and third 
protocols of rectifications and modifications, drawn up at the seventh and eighth 
sessions, respectively, had not yet entered into force since 2 governments had 
not yet signed the first of these and 4 governments had not signed the second. 
The delegates of the countries concerned were asked to take this up with their 
respective governments and try to obtain the necessary signatures. 

At the end of the session, it was announced that one additional government, 
Brazil, had signed the third protocol, as of January 7, 1955. 


13. DISCRIMINATION IN TRANSPORT INSURANCE (ITEM 16) 


The contracting parties considered a note from the executive secretary an- 
alyzing the replies to the questionnaire he had circulated, as instructed at the 
eighth session, among contracting parties and other governments to determine 
what discrimination there was in the field of transport insurance, what injury 
to trade resulted, and what action, if any, the contracting parties might take 
in this matter. The Economic and Social Council of the United Nations had 
brought this subject to the attention of the contracting parties, with a view to 
possible action by them, after some attention had been given to the matter within 
the United Nations, pursuant to a request of American marine insurance com- 
panies, transmitted through the International Chamber of Commerce. 

The conclusions of the executive secretary’s note were that discriminatory 
practices in some countries (in the sense of discrimination in favor of national 
companies) affected the interests of the insurance business in other countries, 
that there was some prima facie evidence that these practices had harmful 
effects on international trade, and that the evidence, while not yet conclusive 
enough to warrant action, was such as to warrant keeping the matter under 
consideration. The contracting parties approved this recommendation and agreed 
to keep the item on the agenda for discussion at the 10th session. . 


14, APPLICATIONS UNDER ARTICLE XVIII (ITEM 17) 


(a) Notification by Uruguay 


The contracting parties had been notified by Uruguay, under terms of para- 
graph 11 of article XVIII, of certain nondiscriminatory protective measures, not 
consistent with the terms of the agreement, which it wished to maintain for eco- 
homie development purposes. Uruguay had become a contracting party on 
December 16, 1953; therefore, as required by paragraph 12 of article XVIII, the 
contracting parties were scheduled to examine this notification and to give a 
decision as to whether they concurred in the measures by December 16, 1954. 

Early in December, however, before the item was reached, Uruguay announced 
to the contracting parties that it had realized the notification was not necessary. 
The measures in question were required by laws which were in force on the 
date of the Annecy protocol, under which Uruguay acceded to the general agree- 
ment. They were, therefore, permitted by the reservation for existing legislation 


provided by paragraph 1 (a) (ii) of that protocol. The notification was accord- 
ingly withdrawn. 
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(b) Application by Cuba 


The Cuban Government’s request for a 5-year extension of its authority to main- 
tain import quotas on fibers of henequen and sisal was taken up early in the ses- 
sion and referred to working party 1. The original authority for these measures, 
granted by a decision of August 10, 1949, under paragraph 8 (b) (i) of article 
XVIII, had been for 5 years and had expired prior to the ninth session. The con- 
tracting parties had been notified at the time that Cuba would be seeking an 
extension and had accepted the suggestion that it be authorized to maintain the 
measures until a decision could be made upon the application. 

In the working party, the Cuban delegate explained that it would be difficult 
for the Government to consider removing the protective measures at this stage in 
the development of the industry and recalled that it had been estimated, in the 
original application for a release, that protection from external competition 
would be needed for 10 years. Among factors explaining why the meagures were 
still needed, he referred to the sharp drop in the prices of these products in world 
markets; the acute competition of other fibers of higher quality; the efforts of 
the industry to improve production methods, yields, and the quality of the prod- 
ucts; the Government’s program to control the proportion of sisal and of hene- 
quen produced and used in domestic cordage manufacturing; the need to attract 
foreign investment; and the importance of maintaining employment for the 3,000 
workers in the industry, particularly at a time when sugar production was sharply 
cut back. 

Contracting parties had been informed of the proposed extension under date of 
September 2, 1954, and invited to indicate whether they had objections. The 
working party found that no objections had been raised. It noted that a formal 
element of discrimination in the import-quota system, which Cuba had been 
asked to remove under terms of the original release, was eliminated by decree of 
February 20, 1955. In light of these factors and the special economic circum- 
stances, the working party recommended that the extension be granted. The 
contracting parties approved the extension by a decision of March 2, 1955. 


(c) Application from Ceylon 


Ceylon’s application for an extension of releases it had received in the past on 
five products and for a new release on a sixth was referred to working party 1 at 
the outset of the ninth session. Two products on which extensions were sought, 
plywood chests and glassware, and the product on which a new release was 
sought, readymade shirts, were items whose rates had been bound in Ceylon’s 
tariff schedule. As such, they were subject to paragraph 5 of article XVIII, 
which provides opportunity for countries affected by the proposed measures to 
negotiate for compensation. The other items, cotton sarongs, cotton banians, 
and towels and toweling were unbound items. The working party concluded that 
an extension of a release on an unbound item would have to be handled under 
paragraph 8 of article XVIII, which also provides for consultations with any 
countries which consider themselves affected by the proposed protective meas- 
ures and for the possible granting of compensation. 

One may assume that a disinclination to enter into these strict and involved 
procedures, unless absolutely necessary, may have had its influence upon Cey- 
lon’s subsequent decisions to limit the scope of its application . At an early stage, 
it withdrew its request for an extension on towels and toweling. The release in 
question was not due to expire until July 1, 1956. At a later stage, in fact, after 
negotiations with interested parties had been initiated, Ceylon withdrew, without 
explanation, its application for a 2-year extension on cotton banians and for the 
new release on readymade shirts. It had also, by this time, modified the period 
for which an extension was sought on the remaining items, plywood chests, glass- 
ware, and cotton sarongs. It had originally intended to ask for an extension for 
a period of years from a current date. In each case, however, the measures ‘au- 
thorized by the existing release had not been applied for some time after the 
date of the release. Ceylon decided to seek only such an additional period of 
validity as would permit it to apply the measures for the full number of years 
originally contemplated. 

Under the procedures set in motion by the working party, Ceylon entered into 
negotiations with the countries which considered themselves affected by the 
proposed extensions on the two bound items, plywood chests and glassware. 
These were the United Kingdom, in the case of plywood, and the United States 
and the United Kingdom, in the case of glassware. In its final report, the work- 
ing party recommended that the release on these items be extended to March 14, 
1958, for plywood chests, September 1, 1956, for glass tumblers, and October 15. 
1957, for glass chimneys, subject to any limitations agreed between Ceylon and 
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the United Kingdem or United States. The terms of settlement agreed to by 
the United States and Ceylon with respect to glassware established 70@ tons 
as the estimate of maximum domestic availability which would be used in regu- 
lating imports and, as compensation to the United States, renewed Ceylon’s 
existing most-favored-nation concession rate of 15 percent on agricultural ma- 
chinery, including component parts, n. e. s. (item III G 436) for so long as 
the release on glassware is effective. 

After Ceylon modified the period for which an extension on cotton sarongs 
was sought, the working party decided that there was a basis in equity for 
granting the request without applying the procedures of paragraph 8. The 
measures authorized by the existing release had not been put into effect for 
more than 3 years after the date of the release. (A condition of the release 
permitted only such domestic production as was based upon indigenous raw 
material to be taken into account in applying import restrictions, and the 
production of domestically grown raw cotton was not sufficient to support the 
local industry in the early period of the release.) There was some feeling that, 
as a matter of principle, it would be inequitable to penalize a country by re- 
quiring it to follow more rigorous procedures, because it did not impose import 
restrictions upon being authorized to do so. Cases of delayed use of re'eases 
under article XVIII were unknown for countries other than Ceylon and assur- 
ances were given that Ceylon did not intend to apply for similar extensions on 
other releases which it had not fully utilized. Thus, upon condition that the 
action would not be considered a precedent and upon receipt of a statement 
from Ceylon of the economic justification for the extension, the working party 
recommended that the release be allowed to run for its full term of 5 years from 
the date it was first applied. 

The contracting parties approved the extension of the releases granted to Cey- 
lon by a decision of March 2, 1955. 

In approving the working party’s report, the contracting parties also specifi- 
cally adopted its recommendation that, in handling similar applications in the 
future, the contracting parties delegate to the working party the power to make 
the preliminary decisions required under article XVIII, such as the determi- 
nation of the countries which are substantially interested in a proposed measure 
and entitled to participate in the negotiations concerning it. 


15. SAMPLES CONVENTION (ITEM 18) 


The contracting parties received reports on the status of International Con- 
vention to Facilitate the Importation of Commercial Samples and Advertising 
Material. The convention, negotiated at meetings of the contracting parties 
as a result of requests received from the International Chamber of Commerce 
and the Economie and Social Council of the United Nations, was agreed upon 
at the sixth session in 1952. The convention provides for the duty-free entry 
of samples of negligible value and certain advertising materials. It also pro- 
ae for temporary duty-free entry of other samples and certain advertising 
ilms. 

Although open for signature and acceptance on February 1, 1953, the con- 
vention had been ratified or accepted by only five governments as of the begin- 
ning of the ninth session. Ratification or acceptance by 15 states is required 
before the convention can enter into force among them. Nine governments in- 
dicated that bills providing for accession or ratification would shortly be sub- 
mitted to their legislatures. Two others indicated that such bills had already 
been approved and that instruments of accession or ratification would shortly 
be deposited. 

After receiving these reports, the contracting parties took note of the fact 
that few governments had accepted or acceded to the convention and of the in- 
terest which governments whose regulations were consistent with its provi- 
sions had in its entry into force. They urged that governments take action as 
prior as possible, so that the convention might enter into force without further 
aeiay, 

_ By the end of the ninth session, four additional governments had deposited 
instruments of ratification or accession. 


16. FINANCIAL STATEMENT AND BUDGET (ITEM 19) 


A budget working party was appointed and met in advance of the ninth 
session to review the report on the audit of the 1953 accounts, the executive 
secretary’s report on the financing of the 1954 budget, and the budget estimates 
for 1955. At the start of the session, the contracting parties considered the 
report of this working party and approved its recommendations. 
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A budget of $422,550 was adopted for 1955. This is higher than the budgets 
of previous years ($342,000 in 1954 and $351,000 in 1953), but the increase was 
attributable chiefly to the heavy, nonrecurrent expenses connected with the 
review of the agreement during the ninth session. Therefore, it was recom- 
mended that there be no change in the schedule of contributions and that the 
balance needed for expenses in 1955, after allowing for miscellaneous income, 
be met by a transfer of $63,950 from the cash reserve. The contribution of each 
contracting party is determined according to its relative share in the total trade 
of all contracting parties. The United States contribution is $60,000. 


17. GREEK REQUEST TO RENEGOTIATE FOUR ITEMS IN SCHEDULE XXV (ITEM 20) 


The Greek Government requested authority to renegotiate four items which 
had originally been negotiated with the United States and Germany, namely, 
kidskin and calfskin (ex. 37d), goatskin and sheepskin weighing over 40 grams 
for square foot (ex. 37f), goatskin and sheepskin weighing less than 40 grams 
per square foot (ex. 37 f/1 bis) and patent leather (ex. 37g). In making its 
request, it thought in terms of invoking both article XVIII, which relates to 
economic development, and article XIX, which provides for emergency action 
where increased imports following a tariff concession bring injury to a domestic 
industry. 

When the request was considered by the contracting parties, it was suggested 
that the authority to renegotiate be given Greece under the “sympathetic con- 
sideration” procedure. The Greek delegate accepted the proposal, while resery- 
ing the right to have recourse to article XIX, should the suggested procedures 
prove too slow. 

Accordingly, Greece undertook to renegotiate these concessions with the United 
States and other affected governments. The outcome of the negotiations with 
the United States was agreement that the increase in the duties on the 4 items 
named to a new schedule rate of 25 percent ad valorem would be considered 
compensation for the increase in the duty on dried figs which the United States 
put into effect in August 1952 and which had been discussed at subsequent 
sessions of the contracting parties. (See sec. 9 (b), pp. 1180-1181.) It was rec- 
ognized that the duty on dried figs is subject to review and might be restored. 
It was also noted that, should the United States grant a tariff concession on 
barytes in powder to a third country as a result of the proposed Japanese tariff 
negotiations, Greece would receive the full benefits of such a concession in 
accordance with article II of the agreement. 


18. RENEWAL OF ARRANGEMENTS FOR INTERSESSIONAL ADMINISTRATION OF THE 
AGREEMENT (ITEM 21) 


Because it was considered desirable that any new arrangements for inter- 
sessional administration be made in the light of the decisions on the adminis- 
tration of the agreement being made in the review, certain proposals which were 
made for modifying these arrangements were referred to review working party 
IV. After studying these proposals, the working party recommended that the 
terms of reference of the Ad Hoc Committee on Agenda and Intersessional Busi- 
ness, to be hereafter called the Intersessional Committee, be amended in certain 
respects. The principal effects would be to give it authority to initiate and 
conduct consultations on balance of payments restrictions and to make prelim- 
inary determinations in connection with the renegotiation of tariffs under article 
XXVIII. The responsibility for preliminary decisions on applications under 
article XVIII, currently assigned a separate intersessional working party, would 
also be vested in the intersessional committee. 

These recommendations were approved, along with the suggestion that the 
intersessional committee have the same number of members as had been agreed 
upon for the executive committee of the proposed Organization for Trade Coop- 
eration—i. e., 17. By ballot, the following 17 countries receiving the largest 
number of votes cast were elected. 


Australia Cuba Pakistan 

Austria France Sweden 

Belgium Germany Union of South Africa 
Brazil India United Kingdom 
Canada Indonesia United States 

Chile Italy 


It was agreed that the membership fulfilled the accepted criteria for the com- 
position of an intersessional committee (BISD, vol. II, pp. 200-201). 
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19. DATE AND PLACE OF THE TENTH SESSION (ITEM 22) 


It was agreed that the 10th session would be convened in Geneva on October 
27, 1955. 
20. OTHER BUSINESS 


(a) New Zealand Waiver from Article XV:6 


New Zealand requested a waiver to be relieved from the requirement in article 
XV: 6 of the general agreement that any contracting party which is not a 
member of the International Monetary Fund shall either become a member of 
the fund or, failing that, enter into a special exchange agreement with the con- 
tracting parties. It explained that special circumstances surrounded its failure 
to join the fund or to sign a special exchange agreement. These did not arise 
from any deviation of the Government's exchange practices from the principles 
of the fund or the general agreement. 

Upon the recommendation of working party 4, the contracting parties, acting 
in pursuance of paragraph 5 (a) of article XXV, decided that New Zealand 
should be relieved from the provisions of article XV: 6 for such period of time 
as it satisfies them that its action in exchange matters continues to be fully 
consistent with the fund’s principles and with the intent of the provisions of 
the general agreement. Under the waiver, New Zealand is to report and to 
consult with the contracting parties annually on this matter. 


(b) Waiver for Czechoslovakia from article XV: 6 


Czechoslovakia also applied for a waiver from article XV: 6, along the lines 
of the waiver granted to New Zealand. Czechoslovakia is no longer a member 
of the International Monetary Fund. Given the special circumstances of its 
economy, it questioned the practical necessity for concluding a special exchange 
agreement with the contracting parties as required by article XV: 6, and foresaw 
certain difficulties in complying with this requirement. 

After review of the proposal by working party 4, a draft decision, patterned 
closely after the New Zealand decision, was submitted to the contracting parties 
and approved by them. The United States was one of several countries which 
abstained on this matter. (The United States initiated action several years ago 
which resulted in the suspension of the provisions of the agreement as between 
itself and Czechoslovakia. ) 


(c) Danish complaint on steel export prices of the European Coal and Steel 
Community 


When an impasse was reached in the examination of the export prices of the 
Coal and Steel Community during the review of the second annual report of thé 
member states by working party 3 (see 6 (a), pp. 1176-1177), the Danish delega- 
tion decided to concur in the working party report in order to expedite its comple- 
tion, but to submit a separate complaint on recent price developments. The mem- 
her states had, in a sense, suggested this possibility, when they had claimed that 
it was not within the working party’s terms of reference to consider export 
price increases which occurred after October 20, 1954, the end of the period 
covered by the annual report, and, on that basis, had challenged the pertinence 
of some of the price data used by Denmark to support its case against the 
community. 

Shortly after the item was added to the ninth session agenda, an invitation 
was extended to Denmark by the high authority for a joint, detalied inquiry into 
the prices charged by community exporters to the Danish market, the inquiry 
to be held in Luxembourg. The invitation did not refer to the Danish complaint 
before the contracting parties but to an exchange on the export prices of the 
community which had passed between representatives of Denmark and the high 
authority at a meeting of the Ministerial Committee of the Council of Europe 
with the high authority in Paris on January 15. 

Denmark accepted the high authority’s invitation and suggested that con- 
sideration of its complaint by the contracting parties be deferred until the results 
of the bilateral talks were known. 

A month later, in one of the final meetings of the session, the Danish delegate 
reported that the talks had not been concluded. He thought it preferable there- 
fore not to discuss the questions raised in the complaint at this session. He 
reserved the right to reopen the matter at a later date if the bilateral talks were 
not successful. 


(d) Finnish adjustment of specific duties 


In December 1954, Finland notified the contracting parties of its intention 
to increase the specific duties in its tariff schedule (schedule XXIV) by a per- 
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centage not exceeding 70 percent to compensate for the devaluation of the markka 
by an equivalent percentage in 1949. It asked the contracting parties, under 
article II: 6 (a), to concur that the adjustment would not impair the value of 
the concessions embodied in the schedule. Legislation had just been passed 
to restore unbound duties in the Finnish tariff to the 1949 level and, in this con- 
nection, it was proposed to make the same adjustment in any remaining specific 
rates bound under the general agreement. A number of specific rates in the 
Finnish schedule had been transposed to ad valorem rates during the Torquay 
negotiations. 

Upon reviewing this application, the working party on schedules concluded 
that article II: 6 (a) was not applicable in this case, but that there were equities 
in the situation warranting approval of the proposed adjustment as if article 
II: 6 (a) did apply. 

Article II: 6 (a) permits adjustment of specific duties where there has been 
a reduction in the par value of a currency, if the reduction exceeds 20 percent 
and if it has been made consistently with the articles of agreement of the In- 
ternational Monetary Fund. These primary conditions were fulfilled in the Finn- 
ish case. Article II: 6 (a) assumed, however, that the duties in a country’s tariff 
schedule reflect the par value of its currency as “accepted or provisionally recog- 
nized by the fund at the date of this agreement” and authorizes only adjustments 
for reductions in this par value. For Finland, “the date of this agreement” is the 
date of the Annecy protocol, October 10, 1949. The Finnish devaluation was 
prior to that date. ~The markka was devalued from 136 to 160 markkas per 
United States dollar on July 5, 1949, and further devalued to 231 markkas on 
September 19, 1949. The negotiations for Finland’s accession to the agreement 
has been almost all concluded by the first of these dates and entirely concluded 
by the second. The working party concluded that its could be reasonably assumed 
that the negotiations were conducted on the basis of the markka as it was prior 
to July 5, 1949, and that Finland might appropriately have reserved its right to 
adjust the specific duties in its schedule to take account of the subsequent deval- 
uation. Although Finland failed to make this reservation, in light of the excep- 
tional circumstances of its case, it was the working party recommendation that 
the contracting parties approve a decision, under article XXV: V (a), which 
would permit Finland to make adjustments in its specific duties as if article 
II: 6 (a) applied. The decision was adopted on March 3, 1955. 

The United States supported this action. It had satisfied itself that there 
would be no impairment of the concessions in which it was directly interested 
and that there was no evidence of resulting inequities for other contracting 
parties. Under the terms of the decision, moreover, the adjustments would not 
take effect until 30 days had elapsed, during which time contracting parties might 
register objections. In the event of objections, there would be further delay, 
pending consultations between the interested parties and, if required, a deci- 
sion by the contracting parties. Authority was delegated to the Intersessional 
Committee to take such decision, should the need for it arise when the contract- 
ing parties were not in session. 


(e) Netherlands request to renegotiate concessions of Netherlands Antilles 


In February 1955 the Netherlands requested and received authorization to 
renegotiate, under the “sympathetic consideration” procedure approved at the 


eighth session, tariff concessions granted by the Netherlands Antilles (schedule 
II, see. D). 


(f) Commodity problems 


The contracting parties established a working party on commodity problems to 
study a proposal that an agreement, independent of the general agreement in 
membership and administration, be negotiated by interested governments to 
establish principles and procedures for international commodity action. The 
recommendation that this proposal be studied had been made by review working 
party IV, after it rejected an alternative proposal that such principles and pro- 
cedures be incorporated in the amended general agreement. The background on 
these proposals is discussed more fully in part I of this report, pages 1186-1188. 

The members of the working party served in the capacity of individual 
experts. The official views of their governments were not, with a few exceptions, 
brought out. Late in the session, the working party submitted an interim report 
to the contracting parties in which it proposed that the tentative and incomplete 
draft of commodity convention which it had drawn up be circulated to govern- 
ments within and without the general agreement and to interested intergovern- 
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mental organizations for comment and expressions of official views, before fur- 
ther work was undertaken on it. 

The United States declined membership on the working party and indicated 
that it did not intend to participate in the proposed agreement, should it be 
decided to proceed with it. . 


REPORT TO THE SECRETARY OF STATE BY THE CHAIRMAN, UNITED STATES 
DELEGATION TO THE 10TH Sesston oF THE CONTRACTING PARTIES 
TO THE GENERAL AGREEMENT ON TarRIFFs AND Trapr, HeLp at 
Geneva, Ocroser 27 To DeceMBEr 3, 1955 


I. SumMary 


The 10th session of the 35 contracting parties to the General Agreement on 
Tariffs and Trade was held in Geneva, Switzerland, from October 27 to 
December 3, 1955. 

The session dealt with issues arising out of the operation of the agreement 
since the ninth session and with preparations for a tariff negotiation to be held 
in 1956. 

Of principal interest among the issues arising out of the application of the 
agreement during the previous year were the consultations carried out by the 
contracting parties, with the assistance of the International Monetary Fund, 
with certain countries applying import restrictions because of balance-of-pay- 
ments difficulties. Encouraging signs of a reduction of the area of discrimina- 
tion against dollar goods appeared. There was also evidence that countries 
were more generally tending to take internal measures to relieve pressures on 
their balances of payments, making it less necessary to resort to import restric- 
tions. 

Also dealt with at the 10th session were several complaints against trade 
actions of various parties to the agreement. Several of these, including one 
against Germany regarding discriminatory restrictions on United States coal, 
were satisfactorily settled. St ps toward settlement of others were taken. 

The contracting parties examined requests from two countries for releases 
from certain rules of the agreement to permit application, consistently with 
the agreement, of trade restrictions necessary to carry out programs of economic 
development, one such request, made by Ceylon, affecting certain ceramicware 
and petroleum products, was granted. The other, made by Haiti, affecting 
tobacco and tobacco products, was withdrawn as unnecessary. 

Reports on waivers which have been granted from certain obligations of the 
general agreement were received and considered. The European Coal and Steel 
Community presented its third annual report on the waiver which permitted 
the six member states to establish a common market in coal and steel products 
consistently with the agreement. The contracting parties also considered the 
first annual report by the United States on the waiver which removes any pos- 
sible conflict between the general agreement and import quotas or fees imposed 
by the United States under section 22 of its Agricultural Adjustment Act. 

A few requests for new waivers were received. Among those granted was a 
request by the newly formed Federation of Rhodesia and Nyasaland for a 
waiver to permit some adjustment of tariffs in connection with the adoption 
by the Federation of a new consolidated tariff. The contracting parties also 
granted a transitional release permitting Belgium to maintain temporarily 
quantitative restrictions on certain agricultural products which have received 
incidental protection from balance-of-payments restrictions and which would 
suffer serious injury if those restrictions were to be removed suddenly. 

The contracting parties discussed the situation created by the fact that 14 
countries, by invoking a provision of the general agreement which permits them 
not to apply the agreement with respect to a newly acceding country, have so 
far refused to apply the agreement between themselves and Japan. Also con- 
sidered were certain customs administration matters, the effect on trade of dis- 
crimination in transport insurance, and other questions relating to trade policy 
and to the administration of the agreement. 


II. BACKGROUND 


The 10th session of the contracting parties to the General Agreement on 
Tariffs and Trade was one in the series of sessions held under the provisions of 
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article XXV of the general agreement which states that the “representatives 
of the contracting parties shall meet from time to time for the purpose of giv- 
ing effect to those provisions of this agreement which involve joint action and, 
generally, with a view to facilitating the operation and furthering the objectives 
of this agreement.” * 

III. AGENDA 


Thirty-two separate agenda items were dealt with at the 10th session. The 
agenda was prepared by the 17-member Intersessional Committee at 2 meetings 
in Geneva, the ist held in September 1955 and the 2d on the day prior to the 
opening of the 10th session. The agenda as prepared by the Interational 
Committee was adopted by the contracting parties on the 1st day of the 10th 
Sess10N. 

The items of primary concern to the United States were the following: (1) Ar- 
rangements for tariff negotiations in 1956; (2) consultations regarding balance- 
of-payments import restrictions; (3) accession of Japan; (4) complaints against 
the United States relative to United States import restrictions on dairy products, 
United States export subsidies on oranges, and Hawaiian regulations on the sale 
of imported eggs; (5) complaints by the United States against Germany regard- 
ing discrimination in coal imports, and complaints by the United States and other 
governments against France regarding the French special temporary compensa- 
tion tax on imports and the French stamp tax; (6) the first annual report of the 
United States under the waiver granted to the United States at the ninth session 
which removed any possible conflict between the provisions of the general agree- 
ment and import restrictions applied under section 22 of the United States Agri- 
cultural Adjustment Act; (7) the third annual report by the European Coal and 
Siteel Community ; (8) the discussions of surplus disposal of agricultural products 
in world trade; and (9) the request by Belgium and Luxembourg for waivers 
from article XI, which deals with quantitative restrictions. 

Tte following agenda for the 10th session was adopted October 27, 1955. . (The 
page number after each item is the page of this report on which the handling of 
the item is discussed.) 

. Adoption of agenda and order of business (p. 1223). 
. Election of Chairman and Vice Chairman (p. 1223). 
Extended use of panels (p. 1224). 
Arrangements for the tariff negotiations in 1956 (p. 1199). 
Commodity problems (p. 1221). 
Chairmanship of ICCICA (p. 1221). 
. Restrictive business practices (p. 1222). 
GATT/Fund relations (p. 1202). 
. Balance-of-payment import restrictions (p. 1200). 
(a) Consultation with Australia under article XII:4 (b) (p. 1200). 
(>) Consultations under article XIV:1 (zg) (p. 1200). 
(c) Sixth annual report under article XIV:1 (g) (p. 1202). 
(d) Procedures for consultations and report under article XIV:1 (g) 
in 1956 (p. 1202). 
Reports and consultations under waivers (p. 1203). 
(a) Czechoslovakia/article XV:6 (p. 1202). 
(b) New Zealand/article XV:6 (p. 1201). 
(c) European Coal and Steel Community (p. 1208). 
(d) Australia/Papua-New Guinea (p. 1208). 
(e) Italy/Libya (p. 1205). 
(f) United Kingdom/article I (p. 1206). 
(7g) United Kingdom dependent overseas territories (p. 1207). 
(h) United States Agricultural Adjustment Act (p. 1207). 
. Complaints (p. 1212). 
(a) Brazilian internal taxes (p. 1212). 
(b) French special temporary compensation tax on imports (p. 1212). 
(c) French stamp tax (p. 1213). 


1 
2 
3. 
4. 
5. 
6. 
7 
8. 
9 


1 Previous sessions of the contracting parties were held as follows: First, Habana, March 
1948 ; second, Geneva, August and Septeember 1948; third, Annecy, France, from April to 
August 1949, concurrently with the second round of tariff negotiations (the first round of 
tariff negotiations having been held in 1947 at Geneva in connecti°n with the original 
negotiation of the agreement) ; fourth, Geneva, February and March 1950: fifth, Torquay, 
England, November and December 1950, during the third round of tariff negotiations; 
sixth, Geneva, September and October 1951: seventh, Geneva, October and November 
ieee, eighth, Geneva, September and October 1953; ninth, Geneva, October 1954 to March 





1e 


le 
al 


ri- 
1d 
ts 
rs 


of 


rch 
| to 
| of 
nal 
lay, 


ber 
reh 





CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 1197 


11. Complaints (p. 1212)—Continued 
(d@) German discrimination in coal imports (p. 1218). 
(e) Hawaiian reguiations on sale of imported eggs (p. 1214). 
(f) Italian import duties on cheese (p. 1214). 
(7) Italian import duties on Greek cotton (p. 1214). 
(h) Italian general turnover tax applied to imported pharmaceutical 
products (p. 1215). 
(i) Swedish antidumping duties (p. 1215). 
(j) United States dairy products (p. 1215). 
(k) United States export subsidy on oranges (p. 1216). 
12. Customs administration (p. 1218). 
(a) Consular formalities (p. 1218). 
(b) Nationality of imported goods (p. 1218). 
(c) Samples convention (p. 1219). 
3. Customs tariff of the Federation of Rhodesia and Nyasaland (p. 1209). 
14. South Africa/Southern Rhodesia Customs Union (p. 1209). 
15. Niearagua/El Salvador free-trade area (p. 1225). 
16. Request by Australia for waiver for products of Papua-New Guinea (p. 1208). 
17. Request by Belgium and Luxembourg for waivers from article XI (pp. 1210 
and 1211). 
18. Request by Ceylon for releases under article XVIII (p. 1216). 
19. Request by Haiti for extension of release under article XVIII (p. 1217). 
20. Discrimination in transport insurance (p. 1220). 
21. Surplus disposal—experience under resolution of March 4, 1955 (p. 1221). 
22. Rules for antidumping and countervailing duties (p. 1219). 
»3. Votes required for granting waivers (p. 1211). 
24. Status of agreement and protocols (p. 1224). 
(a) Definitive application of the agreement (p. 1224). 
(b) Protocols of amendment (p. 1225). 
(c) Agreement on the Organization for Trade Cooperation (p, 1225). 
(d) Protocols of rectifications and modifications (p. 1225). 
(e) Protocol of rectification to French text (p. 1225). 
(f) Declaration on the continued application of schedules (p. 1225). 
25, Aecession of Japan (p. 1217). 
26. Rectification and modification of schedules (p. 1225), 
27. Australian request for renegotiation (p. 1222). 
2s. Registration of instruments (p. 1226). 
»9. Financial statement and budget (p. 1226). 
30. Intersessional administration of the agreement (p. 1226). 
31. Date of the eleventh session (p. 1227). 


IV. PARTICIPATION 


Thirty-two of the 35 countries which are contracting parties to the general 
agreement attended the 10th session. Nicaragua, Peru, and Uruguay did not send 
representatives. Nearly one-half of the delegations were headed by officials of 
ambassadorial or ministerial rank. 

The 35 contracting parties to the general agreement are: 


Australia India 

Austria Indonesia 
Belgium Italy 

Brazil Japan 

3urma Luxembourg 
Canada Netherlands 
Ceylon New Zealand 
Chile Nicaragua 

Cuba Norway 
Czechoslovakia Pakistan 
Denmark Peru 

Dominican Republic Sweden 
lederation of Rhodesia and Nyasaland Turkey 

Finland Union of South Africa 
France United Kingdom 
Germany, Federal Republic of United States 
Greece Uruguay 


Haiti 
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Governments represented by observers at the 10th session were: 


Argentina Mexico 
Ecuador Portugal 
Egypt Switzerland 
Iran Venezuela 
Israel Yugoslavia 
Libya 


Intergovernmental organizations represented at the 10th session were: 
Council of Europe 
Customs Cooperation Council 
European Coal and Steel Community 
Food and Agriculture Organization of the United Nations 
International Labor Organization 
International Monetary Fund 
Organization for European Economic Cooperation 
United Nations 


NONGOVERN MENTAL ORGANIZATIONS AT THE 10TH SESSION 


Representatives of the International Chamber of Commerce were consulted by 
a small group appointed by the contracting parties in preparation for considera- 
tion of the agenda item relating to discrimination in transport insurance. 


V. Untrep States DELEGATION 


The United States delegation was composed of the following: 


CHAIRMAN 


Mr. James C. H. Bonbright, American Ambassador to Portugal 


VICE CHAIRMAN 


Mr. John M. Leddy, special assistant to the Deputy Under Secretary for Bconomic 
Affairs, Department of State 


ADVISERS 


Mr. A. Richard DeFelice, Chief, International Agreements Branch, Department 
of Agriculture 

Miss Ethel M. Dietrich, Director, Trade Division, United States Mission to the 
North Atlantic Treaty Organiztion and European regional organizations, 
Paris 

Mr. Robert Eisenberg, American Embassy, Luxembourg 

Mr. Morris Fields, Chief, Commercial Policy and United Nations Division, Office 
of International Finance, Department of the Treasury 

Mr. Mortimer D. Goldstein, International Financial Division, Department of 
State 

Mr. Walter Hollis, Office of the Assistant Legal Adviser for Economic Affairs, 
Department of State 

Mr. Eugene J. Kaplan, Chief, United Kingdom and Ireland Section, Office of 
Economic Affairs, Department of Commerce 

Mr. Bernard Norwood, Trade Agreements and Treaties Division, Department of 
State 

Mr. Laurence G. Pickering, Trade Agreements and Treaties Division, Depart- 
ment of State 

Mr. George L. Robbins, agricultural economist, Department of Agriculture 

Mr. Joe A. Robinson, economic officer, United States resident delegation to inter- 
national organizations, Geneva 

Mr. Clarence S. Siegel, Assistant Director, European Division, Department of 
Commerce 

Mr. Leonard Weiss, Assistant Chief, Trade Agreements and Treaties Division, 
Department of State 

SECRETARIES 


Miss Irma Ballard 
Mrs. Natalie Boiseau 
Miss Rosemary Hill 
Miss Edith V. Lee 
Miss Evelyn Tehaan 
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VI. ORGANIZATION OF THE CONFERENCE 


Mr. L. Dana Wilgress, of Canada, was Chairman when the 10th session con- 
vened and was reelected for another 1-year term on the opening day of the ses- 
sion. Mr. Eric Wyndham White continued to serve as executive secretary to the 
contracting parties. 

A number of agenda items were handled directly in plenary meetings. To 
deal with the more technical problems, the contracting parties established 11 
working parties and 1 working group to give consideration to the problems and 
to prepare recommendations to the contracting parties. (It has been noted 
below, in the discussion of the handling of each agenda item, whenever a working 
party wag established to facilitate consideration of the item.) 


VII. Work oF THE SESSION 
A. ARRANGEMENTS FOR THE 1956 TARIFF NEGOTIATIONS 


One of the important tasks carried out by the contracting parties at the 10th 
session was the completion of arrangements for the tariff negotiations which 
were successfully carried out at Geneva, Switzerland, from January 18, 1956, to 
May 23, 1956. 

The preparations for the negotiations were actually begun at the ninth session 
with the appointment of an Intersessional Working Party on Tariff Reduction. 
The Working Party had the following terms of reference: 

(a) to study generally the possibilities of future action directed to the 
reduction of the general level of tariffs, with special consideration being 
given to the reduction of unreasonably high tariffs; 

(b) to examine various particular plans or procedures which might be 
proposed for carrying out the objectives set forth in paragraph (a) ; 

(c) to recommend to the contracting parties the convening of a tariff 
conference as soon as the Working Party felt that progress in this field was 
possible, and to make preparations for such a conference; and 

(d) to report to the contracting parties at their 10th session. 

When this Working Party held its initial meeting in June 1955, the United 
States Congress had extended the Trade Agreements Act, authorizing the Presi- 
dent to enter into trade agreements in which he might reduce United States 
tariffs a maximum of 5 percent each year for the 3 years following June 30, 
1955, or reduce to 50 percent ad valorem (or its equivalent) any United States 
tariffs above that level. The first 5-percent reduction under the authority to 
make reductions of 5 percent per year had to be in force before July 1, 1956, or 
that much of the authority would have expired. Therefore, the Working Party 
made an interim report recommending that the contracting parties convene a 
tariff conference to begin in January 1956. 

The working party also examined at its June meeting various proposals to 
modify the rules and procedures followed in the tariff negotiations previously 
held under the auspices of the general agreement at Geneva, Annecy and Torquay. 
Final agreement on procedures was not reached at the June meeting. A second 
meeting was therefore held in September 1956 to conclude that phase of the 
vn party’s assignment and to determine the site and the exact date of the 
conference. 

At the September meeting the working party agreed to recommend that the 
conference be held beginning January 18, 1956, and that the site should be Geneva 
unless it should prove impracticable to meet there. The working party also 
agreed to recommend a set of rules and procedures for the conference. Briefly, 
the rules, which were substantially the same as those used in previous nego- 
tiations under the general agreement, called for negotiation on a selective, 
product-by-product basis, with reciprocal balance to be sought between the 
concessions made by each pair of negotiating countries. Each participating coun- 
try was requested to submit a consolidated list of the concessions it was offering 
to all other participants, and a Tariff Negotiations Committee was established 
to examine the eonsolidated lists and to make nonbinding recommendations 
designed to improve the scope of the negotiations. 

It was the report of this working party which was considered by the contract- 
ing parties at the 10th session. The report, including the recommended rules 
and procedures, was approved without change. 
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B. BALANCE-OF-PAYMENTS IMPORT RESTRICTIONS AND RELATED MATTERS 


J. Consultations on import restrictions 


The contracting parties conducted consultations with Australia, Ceylon, the 
Federation of Rhodesia and Nyasaland, New Zealand, and the United Kingdom 
concerning the application of discriminatory restrictions on imports. These 
countries resort to special provisions of the general agreement on discriminatory 
restrictions* that require annual consultations with the contracting parties. 

Other contracting parties operate under provisions of the general agreement’ 
that authorize discriminatory restrictions having equivalent effect to exchange 
restrictions applied consistently with the “transitional period” provisions‘ of 
the articles of agreement of the International Monetary Fund. Countries in this 
category are not required to consult with the contracting parties regarding their 
discriminatory practices. They are, however, required by the fund articles to 
consult annually with the fund—as are the five countries listed in the preceding 
paragraph. 

Consultations were also conducted with Australia with respect to the new 
import restrictions Australia put into effect in October 1955 to help in halting 
a loss of foreign exchange reserves. The contracting parties had determined 
Australia’s action to constitute a “substantial intensification” of import restric 
tions. This determination automatically required the contracting parties to 
invite Australia to consult; ° it did not, however, imply that Australia was fail- 
ing to live up to its obligations under the general agreement. 

These consultations were conducted by a working party‘ in acordance with 
“plans of consultation’ (outlines), following ‘the practice instituted by the 
Intersessional Committee in its consultation with Australia in July 1955 con- 
cerning an intensification of import restrictions put into effect in April 1955. 
As a result of its experience, the working party agreed that the use of formal 
plans of consultation improved the quality and speed of its work, and suggested 
the continuation of the practice in the future. It was recognized that modifica- 
tion of the outlines might be necessary to fit the circumstances of individual con- 
sulting countries. 

The working party was assisted by reports prepared by the International 
Monetary Fund on each of the five consulting countries. Representatives of the 
fund participated in the consultations. 

To be useful, consultations on balance-of-payments import reStrictions re- 
quire thorough investigation in the working party, frankness in exchanging 
views, and a willingness on the part of the countries whose policies are under 
consideration to respond affirmatively to requests for facts and explanations. 
The consultations at the 10th session showed considerable improvement in these 
respects. In part, this can be attributed to the better organization of the dis- 
cussions resulting from the introduction of the formal plans of consultation; in 
part, it can be attributed to the salutary effects of longer experience on the part 
of the consulting countries with the work of the contracting parties. 

The consultations on discriminatory import restrictions covered, for each of 
the five countries concerned, its trade and payments position with respect to 
various currency areas; the level and movement of its foreign exchange reserves: 
the reasons for its continued resort to discriminatory import restrictions; its 
system of restrictions; the criteria used in applying the discriminatory elements 
in its restrictive system ; its participation in bilateral or regional trade and pay- 
ments arrangements; the effects of discrimination ; the measures taken to avoid 
unnecessary damage to the interests of other contracting parties; and the pros- 
pects for eliminating discriminatory restrictions. In the consultation with Aus- 
tralia, the causes, nature, and anticipated effects of its intensification of import 
restrictions were considered; in addition, short- and long-term measures to 
restore equilibrium in Australia’s position were discussed. 

A number of matters that arose in the consultations were of particular interest 
to, or especially involved, the United States. 

Australia.—The representatives of Australia described the rapid shrinkage 
in Australia’s exchange reserves and discussed the intended effects on imports 
from various currency areas of the intensification of restrictidns announced in 


2 Art. XIV:1 (c) or Annex J; the consultation requirement appears in Art. XIV: 1 (g). 

8 Art. XIV:1 (b). 

«Art. XIV of the fund agreement. 

S Art. XII: 4 (b). 

¢The 17 members were: Union of South Africa (chairman), Australia, Belgium, Canada, 
Chile, Cuba, Czechoslovakia, Dominican Republic, France, Federal Republic of Germany, 
India, Japan, New Zealand, Norway, Pakistan, United Kingdom, and United States. 





eo wr S OF 


- 


Wwone 


oO fT eS < 





CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 1201 


October 1955. They pointed out that imports from the dollar area would be 
reduced, on the average, by 12.5 percent. (In April 1955 Australia had cut 
imports from nondollar countries only.) They stated, however, that no item 
being imported from the dollar area would be cut so seriously as to break existing 
trade connections. They also indicated that the Australian trade authorities 
would be prepared to discuss with the representatives of any contracting party 
any special difficulties arising from its trade as a result of the operation of 
Australia’s import controls. (The United States has since taken advantage of 
this offer through the Embassy in Canberra.) 

The Australian representatives discussed a new feature of Australia’s system 
of import control that should improve the position of some United States traders 
in the Australian market, that is, the establishment of a list of basic raw ma- 
terials for which licenses would be issued permitting the licensee to buy in any 
country of his choice. 

They reiterated that Australia’s policy would continue to be aimed at the 
elimination of the need for quantitative import restrictions. To this end, the 
Australian Government was taking internal fiscal and economic measures de- 
signed to facilitate a return to equilibrium in the balance of payments. 

Ceylon.—The consultations with Ceylon showed that its balance of payments 
in general, and its balance with the dollar area in particular, had been improving. 
The representatives of the United States and of certain other countries expressed 
the view that, in the circumstances, Ceylon should give serious consideration to 
further measures to reduce the level of discrimination affecting dollar imports. 
The representatives of fhe United States also suggested that information should 
be made available to the public on the monetary ceilings set for the licensing of 
goods from the dollar area. The representative of Ceylon stated that these 
views would be conveyed to his Government. 

Federation of Rhodesia and Nyasaland.—The general agreement allows two or 
more territories that have a common quota in the International Monetary Fund 
to discriminate in favor of each other when, in the light of provisions of the 
general agreement, their joint foreign exchange position justifies the imposition 
of restrictions on imports. This parallels the practice of the fund in treating 
territories having a common quota as a single monetary unit. The Federation, 
along with other British dependencies, is covered by the quota of the United 
Kingdom in the fund, and while its dollar position was favorable at the time of 
the consultation, the dollar position of the United Kingdom was adverse. Al- 
though, in the circumstances, the right of the Federation to resort to discrimina- 
tory restrictions was not challenged, the representatives of the United States 
joined with representatives of certain other contracting parties in expressing the 
hope that the Federation would make further progress in relaxing its restrictions 
against dollar-area goods. 

New Zealand.—In presenting the policy of their Government, the representa- 
tives of New Zealand brought out that New Zealand had increased the range of 
goods that could be imported on a nondiscriminatory basis even though it was 
experiencing a decline in its foreign exchange reserves and a deficit with the 
dollar area. This aspect of New Zealand’s policy was welcomed by the United 
States. The representatives of New Zealand stated that their Government was 
moving away from discrimination as fast as the “sensitive and precarious” 
balance of payments allowed. 

United Kingdom.—The representatives of the United Kingdom reported that, 
despite the pressure on its balance of payments and gold and dollar reserves 
growing out of the buoyant economic situation of the United Kingdom, the United 
Kingdom had sought to deal with the situation through internal measures rather 
than further restriction of imports. They indicated that the United Kingdom 
Government would not be able to take major steps forward in its trade and 
exchange policy until it was satisfied that a stronger internal situation was being 
achieved. They emphasized, however, that when the deterioration in the balance 
of payments was redressed, the United Kingdom would want to take further 
steps toward freer trade and payments. 

The United States representatives joined with others in expressing gratifica- 
tion that the United Kingdom was attacking its current external problems with- 
out intensifying its import restrictions. With reference to future policy, the 
United States representatives pointed out that the restrictions still maintained 
by the Kingdom created difficult problems for United States exporters interested 
in the United Kingdom as a market for a number of manufactured goods and 
agricultural products, and they indicated the desirability of further liberaliza- 
tion measures by the United Kingdom as soon as possible. 


83979—56—pt. 2 42 
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2. Waivers concerning special exchange agreements 


The general agreement requires that a contracting party not a member of the 
International Monetary Fund enter into a special exchange agreement with the 
contracting parties.’ The terms of the standard special exchange agreement are 
designed to assure that the objectives of the general agreement are not frustrated 
by action in foreign exchange matters, and they bring a signatory country into 
close relations with, although not membership in, the International Monetary 
Fund. 

New Zealand has not been prepared to accept formal obligations in the field of 
foreign exchange as a small member of a large international organization and 
thus far has neither joined the fund nor signed the special exchange agreement.’ 
It has not, however, taken any exchange action to frustrate the intent of the 
general agreement. 

At the ninth session, New Zealand gave assurances that it would continue to 
act in exchange matters in a manner fully consistent with the fund’s principles 
and with the intent of the general agreement, and requested a waiver of the 
requirement to enter into a special exchange agreement. In granting this re- 
quest, the contracting parties included a requirement for certain annual reports 
by New Zealand and for annual consultations between New Zealand and the 
contracting parties. At the 10th session, the first such consultation was held. 
The contracting parties consulted with the International Monetary Fund in this 
connection. The fund stated that, after examining the current situation of 
New Zealand, it found nothing to cause it to comment gn the question whether 
New Zealand’s action in exchange matters was consistent with the fund’s 
principles. 

Czechoslovakia was granted a similar waiver at the ninth session. Czecho- 
slovakia had been a member of the fund until the end of 1954, when the fund 
required it to withdraw because of its failure to provide the fund with certain 
information required of all members by the fund agreement. There was an 
exchange of views with Czechoslovakia in the balance-of-payments working party 
at the 10th session in the light of the waiver, and it was noted that a further 
exchange of views would take place in 1956. 

The United States, which initiated action in 1951 resulting in the suspension 
of the provisions of the general agreement between itself and Czechoslovakia, 
had abstained from voting on the waiver at the ninth session and did not join in 
the working party’s discussions with Czechoslovakia at the 10th session. 


8. Sixth annual report on discrimination 


The contracting parties prepared an annual report on the discriminatory appli- 
eation of quantitative import restrictions—the sixth report prepared pursuant 
to the requirements of article XIV:1 (g) of the general agreement. Certain 
observations in the report of particular interest to the United States are sum- 
marized in the following paragraphs. 

The report indicated that, generally speaking but with some notable exceptions, 
the gold and dollar reserves of countries outside the United States continued 
to increase during the first three quarters of 1955, although at a somewhat lower 
rate than previously. In this period further progress was made in reducing 
discriminations against dollar imports, and there were few retrogressive steps. 
The report gave a greater degree of attention than before to bilateralism and to 
discriminatory restrictions applied by soft-currency countries with regard to their 
trade with each other. 

The report noted an encouraging tendency by countries faced with balance- 
of-payments difficulties to seek solutions through measures other than the 
imposition of restrictions on trade (e. g., through internal fiscal and economic 
measures) and reemphasized that restrictions cannot of themselves be regarded 
as providing a satisfactory solution to balance-of-payments difficulties. The 
report again urged contracting parties to take every opportunity to minimize 
the protective effects of import restrictions. It concluded by underscoring the 
importance of moving forward with the elimination of discrimination in trade 
in order to obtain the benefits of multilateralism contemplated by the general 
agreement. 


4. GATT-fund relations and other procedural matters 


The executive secretary to the contracting parties reported to the 10th session 
on the assignment given him at the ninth session to work out with the fund proce- 


* Set. av 3G. 
8In April 1956, a royal commission in New Zealand recommended that New Zealand 
change its policy and join the fund and the International Bank. 
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dures for insuring the maximum practicable degree of cooperation between the 
staffs of the contracting parties and the fund in matters of mutual concern. 
(For example, changes in multiple exchange rates, which are within the purview 
of the fund and not the contracting parties, can have important effects on the 
trade relations of parties to the general agreement.) He stated that discussions 
between himself and the fund staff had been started but that more time was 
needed before new arrangements could be perfected. He also reported that, 
until the entry into force of the agreement on the Organization for Trade Coop- 
eration could be foreseen with reasonable certainty, the recommendation of the 
ninth session with respect to the establishment of a joint draft of formal fund- 
OTC arrangements was being held in abeyance. The contracting parties agreed 
to postpone further discussion of these matters until the 11th session. 

The contracting parties adopted a revised questionnaire for the collection of 
information for the preparation of annual reports on the discriminatory appli- 
cation of import restrictions. The revised form requires the presentation of 
more detailed statistical and other information than its predecessor. 


C. REPORTS ON THE OPERATION OF WAIVERS, REQUESTS FOR WAIVERS, AND RELATED 
MATTERS ” 


The general agreement provides that the contracting parties may waiver an 
obligation of a country under the agreement in exceptional circumstances not 
elsewhere provided for in the agreement. Such a waiver must be approved by a 
two-thirds majority of the votes cast, including at least one-half of the contracting 
parties. 

This provision has given the general agreement flexibility which permits its 
adaptation to new trade situations such as those presented by the formation ‘of 
the European Coal and Steel Community, and of the Federation of Rhodesia and 
Nyasaland.“ Policies called forth by special situations affecting particular 
countries, such as the amended section 22 of the United States Agricultural 
Adjustment Act, have also been accommodated through the waiver provision of 
the agreement. 

When the contracting parties grant a waiver of the general agreement obliga- 
tions of particular governments, the governments concerned are usually asked 
to make an annual report to the contracting parties on the operation of the waiver. 
Several such reports were received at the 10th session and are discussed below. 

Also discussed below are the requests for new waivers made at the 10th session 
by Australia, by Belgium, and by Luxembourg, and the agenda item proposed 
by Cuba raising questions as to the appropriate voting requirements which 
should apply for the granting of waivers from certain basic undertakings under 
the general agreement. 


1. Third annual report of the European Coal and Steel Community 


The waiver under which this report was made was granted at the seventh 
session of the contracting parties in 1952. The waiver permitted the member 
states of the European Coal and Steel Community to form a common market in 
coal and steel products consistently with their obligations under the general 
agreement, which would normally require that the products of all contracting 
parties receive the same (“most favored nation”) treatment. 

The waiver was granted in recognition of the fact that the creation of the 
common market would be of economic benefit not only to members of the Coal 
and Steel Community but also to other countries participating in the general 
agreement. The common market for coal and steel was analogous, as far as the 
limited range of commodities was concerned, to a customs union. Under a 
customs union all trade between the members of the union is free of tariffs and 
other trade barriers while common tariffs and trade regulations are applied by 
each of the members of the union toward outside countries. Customs unions are 
excepted from the GATT’s provisions regarding nondiscriminatory treatment, 
as they are from most commercial agreements and treaties. 

In accordance with the terms of the waiver, the member states—Belgium, 
France, the Federal Republic of Germany, Italy, Luxembourg, and the Nether- 


*The consultations with New Zealand and Czechoslovakia with respect to the waivers 
which relieve them of the requirement to become members of the International Monetary 
Fund or to enter special exchange agreemeents with the contracting parties are discussed 
above with other material closely related to the provisions permitting import restrictions 
for balance-of-payments reasons. 

~ Art. XXV. 

“A new political entity formed in 1953 by the union of Southern Rhodesia, Northern 
Rhodesia, and Nyasaland. 


1204 CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 


lands—reported on the measures taken by them toward the full application of 
the treaty constituting the European Coal and Steel Community, in particular 
toward the establishment of a common market for coal, iron ore, scrap, ordinary 
steel, and special steels. 

The representative of Germany, speaking for all of the member states, in 
presenting the report, recalled that the common market now existed for all 
products coming under the treaty. Accordingly, that part of the report which 
dealt with progress toward the establishment of the common market was devoted 
to the few fields where the treaty still provided for exceptions from complete 
free trade during the “transitional period,” which ends in 1958. Other informa- 
tion relating to the activities of the community and its relations with the third 
countries which were of interest to the contracting parties had also been included 
in the report, it was noted. 

During the preliminary discussion of the report by the contracting parties, 
the representative of the United States recalled that the attitude of the United 
States toward the Coal and Steel Community had been and continued to be one 
of support, and he commended the member states and the high authority upon 
the fullness of their report. 

A working party was established to examine this report and to report thereon 
to the contracting parties. The working party focused its attention primarily 
upon the measures of a transitional or exceptional nature taken by the member 
states under the terms of the waiver and upon the extent to which the interests 
of contracting parties not members of the community had been taken into 
account in other commercial policy measures of the community. 

Among the transitional measures reported on were Italian tariffs on coke and 
steel imported from other members of the community. The waiver granted to 
the community envisaged the complete elimination of customs duties and other 
charges imposed upon. trade in coal and steeel products within the community 
without the necessity of extending such duty-free treatment to like products when 
traded with other contracting parties not members of the community. However, 
due to the fact that the Italian coke and steel industries were high-cost industries 
relative to those in other member states, Italy was required only “to reduce by 
stages and ultimately to eliminate” such charges on imports of coke and steel 
products from other member states to conform to the terms of the waiver. 
The gradual reduction of these charges continued during the period under review 
at the 10th session. 

Another transitional measure examined by the working party was the main- 
tenance by the Benelux Governments of tariff quotas * on certain iron and steel 
products when imported from countries outside the community. The use of 
these tariff quotas is a transitional device pending the harmonization of the 
tariffs of the member states. Its purpose is to prevent products imported into 
Belgium at low rates of duty from being transshipped to other member states of 
the community and in effect circumventing the tariffs of the latter. The low 
duty quotas for 1955 had been substantially increased for some items. 

An exceptional measure examined by the working party was the maintenance 
of restrictions on exports of scrap from member states of the community to 
nonmember states. This measure was taken under the provision of the waiver 
which permits the member states, acting as the community, to have recourse 
to certain provisions of the general agreement, including that which permits the 
imposition of quantitative restrictions to prevent or relieve critical shortages 
of essential products. The working party noted that the shortage of the essential 
scrap had become more severe during the period under review. 

The working party concluded that the measures taken under the waiver up to 
the 10th session were consistent with its terms. 

Other commercial policy actions of the community were examined in detail, 
particularly with a view to determining whether these actions were in accord 
with the undertakings of the community, set forth in the preamble of the decision 
to grant the waiver, ‘“‘to take account of the interests of third countries both as 
consumers and as suppliers of coal and steel products,” and “to insure that 
equitable prices are charged by its producers in markets outside the community.” 

The controls on exports of scrap to countries outside the community were 
discussed in this context as well as in that mentioned above. The increasing 
severity of the shortage of scrap within the community, requiring substantial 
imports from outside sources, particularly the United States, had led to an 


124 tariff quota provides that a certain quantity of a product will be permitted to be 
imported at a certain rate of duty. Amounts above the quota are required to pay a higher 
rate, 
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almost complete stoppage of exports of scrap from the community to outside 
markets. While recognizing that the scrap market situation resulted from factors 
beyond the control of the community authorities, the contracting parties expressed 
the hope that measures already introduced by the high authority (that is, a sys- 
tem of equalization payments which would encourage producers to substitute 
pig iron for scrap in the production of Martin steel) would alleviate the situa- 
tion for outside countries which traditionally relied on community sources for 
their supplies of scrap. The contracting parties expressed the further hope that 
if these measures proved to be insufficient, the high authority would consider 
the adoption of further measures designed to maintain a regular flow of scrap 
to such outside countries. 

The working party devoted a large part of its time to discussions of the 
equitability of prices of coal and steel products exported from the community. 
The working party considered that the documentation at its disposal was not 
sufficient to enable it to arrive at any definite conclusions. The contracting 
parties recommended that more data on the prices of coal and coke be submitted 
to enable the contracting parties to examine the question more fully at the next 
session. They also recommended to the high authority that it note carefully 
the remarks and suggestions made by members of the working party, and that the 
community authorities consider whether some practical measures could not be 
devised to give a clearer assurance to third countries that their consumers would 
benefit from improvements in the conditions of production in the community 
through lower priced coal and steel products. 

The working party noted that no new measures had been taken to restrict 
imports from nonmember countries. 

There was some expression of concern over the fact that no progress had been 
made toward the harmonization of tariffs maintained by members on coal and 
steel products from outside sources of supply. It is stated in the preamble of 
the decision to grant the waiver that “the member states propose to harmonize 
their customs duties and other trade regulations applicable to coal and steel 
products originating in the territories of the other contracting parties to the 
general agreement, upon a basis which shall be lower and less restrictive than 
the general incidence of the duties and regulations of commerce now applicable. 
* * *” The community’s report stated that the harmonization of tariffs would 
be carried out by the end of the 5-year “transition period” in 1958. 

The working party further noted that the agreement on coal and steel between 
the United Kingdom and the community, which had been concluded during the 
previous year, and which provided for exchange of views and a possible coordina- 
tion of policies regarding tariffs and other barriers to trade in coal and steel, 
had not so far led to negotiations for the reduction of tariffs. 

Some concern was expressed with respect to the agreement between the com- 
munity and the United Kingdom on the ground that it might develop into a 
regional producers’ agreement which would work to the detriment of consumers 
of coal and steel and to the trade of other countries. However, the represent- 
atives of the parties to the new agreement explained that the new agreement 
was not one between producers but between the community and the United 
Kingdom Government, that.both were pledged to have regard to the interests 
of third countries, and that no derogation from existing GATT or other interna- 
tional obligations was envisaged. Representatives of the community explained 
further that the community would be prepared to enter into negotiations lead- 
ing to similar agreements with importing countries. 


2. Italy—special customs treatment for certain products of Libya 


Shortly after the Government of Italy acceded to the general agreement in 
1951 it asked for a waiver of article I (which requires nondiscrimination in 
tariff matters) in order to permit Italy to continue to give preferential treat- 
ment to certain Libyan products. Asa former Italian colony Libya (which is not 
a contracting party (had received preferential treatment from Italy since 1911 
and has been heavily dependent upon the Italian market as an outlet for its 
exports. 

The newly established nation had to develop an export trade, and, it was 
felt, temporary continuation of preferential treatment for certain Libyan prod- 
ucts in the Italian market would help it do so. Accordingly, an interim waiver 
permitting maintenance of preferences then in force was agreed to by the con- 
tracting parties at the sixth session in 1951, and a 3-year waiver (to expire 
December 31, 1955) was granted at the seventh session in 1952, permitting Italy 
to grant preferential duty-free treatment on a specified list of products. (It 
should be noted that Italian products do not receive reciprocal preferential 
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treatment in the Libyan market.) The latter waiver required among other things 
the submission of annual reports by the Governments of Italy and of Libya 
and a review of the situation at a session of the contracting parties in 1955. 

At the 10th session, therefore, the contracting parties not only considered 
the third annual reports of the two governments but also reviewed the situation 
in light of a request made by the Government of Libya that the waiver be 
extended and that the list of products covered by it be modified. 

The report of the Italian Government emphasized the increased imports into 
Italy of Libyan products covered by the waiver. The Libyan Government re- 
ported on measures being taken to increase national production and to develop 
normal export markets. The contracting parties noted with satisfaction that 
there had been an increase in Libyan exports to countries other than Italy of 
some products covered by the waiver as well as of other products, indicating that 
the waiver was not resulting in a growing dependence upon the Italian market. 

In addition the Libyan report asked that the waiver be extended for a further 
period, that the preferential duty-free tariff quota on several items (sheep, 
goats, and olive oil) be enlarged, and that preferential duty-free tariff quotas 
be established on several others (bovines, horses, fish meal, railway ties of 
eucalyptus wood, and certain wool carpets). It also proposed the deletion of 
certain items (wheat, esparto yarn, and cordage) which were not being exported 
to Italy. 

The Italian Government supported the request for a prolongation of the waiver, 
suggesting a 3-year extension. With respect to the proposed amendments to 
the list of items, the two Governments agreed to drop the new requests relating 
to sheep, goats, bovines, and horses. A working party was established to 
consider the requested extension and amendment with these modifications. 

Information supplied to the working party by the Italian and Libyan Govern- 
ments indicated that the development of the industries and branches of agricul- 
ture involved in the production of olive oil, fish meal, railway ties, and carpets 
would be furthered by the extension of the waiver to cover their products. 
The Libyan Government gave assurances that continuing effort was being made 
to enable Libya to participate in international trade on a normal competitive 
basis. The contracting parties felt that the proposed extension and amendment, 
in view of the nature and volume of the production and trade involved, were 
not likely to result in substantial injury to the trade of any of the contracting 
parties, 

In the light of these considerations the contracting parties extended the waiver 
for 3 years (until December 31, 1958) with modifications in the list agreed to 
by the Governments of Italy and Libya. The two Governments will continue to 
submit annual reports, and the situation will again be reviewed at a session 
of the contracting parties in 1958. 


3. United Kingdom—Partial waiver from “no new preference” rule where no 
diversion of trade likely 


The United Kingdom was granted a waiver in 1953 (which was amended in 
1955) to permit it to meet a unique problem faced by it as a result of (1) its own 
policy of not imposing duties on goods from Commonwealth sources which have 
been traditionally duty-free when imported from those sources, and (2) the rule 
in the general agreement (art. 1) against increases in margins of preference over 
those existing on a base date (April 10, 1947, for the United Kingdom). 

The combination of these two factors meant that the United Kingdom was 
not free (as other contracting parties were) to increase tariffs on items which 
were not in its GATT schedule of tariff concessions. It could not increase the 
most-favored-nation tariff on such an item without placing a tariff on Common- 
wealth products previously free of duty, or the “no new preference” rule would 
be broken. And in order to impose a tariff on such imports from the Common- 
wealth new legislation of an unprecedented kind would be required. The intro- 
duction of such legislation was not regarded as feasible, most especially if such 
legislation had no real economic purpose but was merely to achieve compliance 
with technical rules. 

What the United Kingdom was seeking was the freedom possessed by other 
contracting parties to increase most-favored-nation tariffs which were not the 
subject of tariff concessions in order to be able to increase protection to its 
domestic producers where the incidental increase in margin of preference would 
not in fact benefit any Commonwealth countries. The United Kingdom was 
not asking for such authority in cases where Commonwealth sources would derive 
practical benefit from the increased margin of preference. 
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Accordingly, the 1953 waiver was made applicable only to items (@) which 
were not bound in GATT at the time the waiver was granted, (b) which were 
traditionally imported duty-free from the Commonwealth, and (c) which could 
be made the subject of an increase margin of Commonwealth preference without 
causing substantial diversion of trade from non-Commonwealth foreign suppliers 
to Commonwealth suppliers. 

In 1955 the waiver was amended to cover products which, although included 
in the United Kingdom’s schedule of tariff concessions on the date of the waiver, 
were subsequently withdrawn or modified consistently with the procedures of 
the general agreement. The other safeguards applicable to the waiver before 
its amendment continued to apply. 

At the 10th session the contracting parties took note of the United Kingdom's 
second annual report on actions taken under the waiver. There had been only 
two such actions taken since the ninth session report was made, affecting 
imports of certain flowers and plants and “wood wool” or shavings used for pack- 
ing. The United States had no trade interest in either product. The United 
Kingdom reported that countries having a trade interest had been notified and 
upon request had been consulted as the waiver required. 


5s. United Kingdom—Waiver to assist in meeting problems of dependent overseas 
territories 

In 1955 the United Kingdom requested and was granted a waiver authorizing 
the use of certain trade measures otherwise inconsistent with the terms of the 
general agreement to assist the United Kingdom in fu'filling its responsibilities 
to promote the economic development and social well-being of the overseas terri- 
tories for whose international relations it is responsible. 

The waiver can be invoked by the United Kingdom only to assist colonial 
industries wholly or in large part dependent upon the United Kingdom as an 
export market. Also, the waiver cannot be used if material benefit to an 
industry of the United Kingdom or of any other country (including independent 
countries of the British Commonwealth) other than a dependent overseas 
territory would result. 

At the time of the 10th session no action had been taken under the waiver. 
The United Kingdom reported this fact in accordance with the requirement in 
the waiver for an annual report on action taken under it. 


5. United States—waiver for actions required by section 22 of the Agricultural 
Adjustment Act 


This waiver, which was granted to the United States in 1955, removes any 
conflict between the obligations of the United States under the general agree- 
ment and the application by the United States of import quotas and/or fees 
required by section 22 of the Agricultural Adjustment Act, as amended. 

Section 22 is intended to prevent imports of agricultural products from ren- 
dering ineffective or materially interfering with United States agricultural pro- 
grams. Without some such provision, these programs, particularly where they 
hold United States prices for agricultural products above world prices, might 
attraet an abnormal volume of imports into the United States. 

Section 22 prevents this from happening by requiring the President, when- 
ever he finds that an agricultural product is being or is practically certain to 
be imported in such quantities and under such conditions as to render ineffec- 
tive or materially interfere with any United States agricultural program, to 
impose fees or quotas on such imports as necessary to prevent this impairment 
of the program. 

Section 22 may require fees to be imposed on items in the United States GATT 
schedule of tariff concessions. Or it may require the imposition of quotas in 
circumstances not provided for by the GATT provisions. It may, in other words, 
ee require actions inconsistent with the provisions of the general agree- 
ment. 

The waiver granted to the United States in effect permits the United States 
to take any action required by section 22 without thereby creating a conflict 
with United States commitments under the general agreement. The waiver 
provides that the United States shall consult with, and give due consideration to 
representations made by contracting parties affected by, restrictions imposed 
under section 22. This consultative procedure is consistent with established 
United States policy. 

Under the waiver the United States is to submit an annual report “showing 
any modification or removal of restrictions effected since the previous report; 
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the restrictions in effect under section 22 and the reasons why such restrictions 
(regardless of whether covered by this waiver) continue to be applied and any 
steps it has taken with a view to a solution of the problem of surpluses of agri- 
cultural commodities.” 

The United States waiver, like other waivers granted by the contracting par- 
ties, does not preclude countries from seeking compensatory adjustments under 
the procedures of the general agreement if they feel that benefits to which they 
are entitled under the general agreement are impaired by actions taken under 
the waiver. The Netherlands had been authorized since 1953 to restrict imports 
of wheat flour from the United States to 60,000 tons per year as compensation 
for impairment of tariff concessions received from the United States by import 
restrictions imposed by the latter on dairy products. The Netherlands has not 
used this authorization at any time, but, in view of the fact that the United 
States had been unable to relax its restrictions on dairy products, the Nether- 
lands Government requested that the authorization be continued. This request 
was agreed to by the contracting parties. 

The United States report to the 10th session supplied the information required 
with respect to each product on which section 22 restrictions had been in effect 
at any time since the waiver was granted (March 5, 1955). Since that time the 
United States had not imposed any new restrictions or intensified any existing 
ones. It had removed, in accordance with the procedures required by section 
2°, the restrictions on oats, barley, almonds, and filberts. Restrictions still in 
effect were import quotas on cotton, wheat, dairy products, peanuts, and rye, 
and special import fees on flaxseed including linseed oil, and peanut oil. 

The contracting parties noted with satisfaction that certain of the section 22 
restrictions in force at the time the waiver was granted had been removed. 
Hope was expressed that further relaxation would be undertaken in the coming 
vear. The representatives of some governments inquired whether the United 
States Government could not tackle more effectively the fundamental causes of 
the accumulation of surplus stocks. 

The United States representatives stated that it was his Government’s inten- 
tion to terminate the restrictions as soon as they were no longer needed to pro- 
tect the agricultural program as required by law and to continue to seek a solu- 
tion of the problem of surpluses. 


6. Australia—special customs treatment for certain products of Papua-New 
Guinea 


In 1952 Australia was granted a waiver permitting it to accord preferential 
duty-free treatment to imports of primary products from the territory of Papua- 
New Guinea which are not in Australia’s schedule of tariff concessions. The 
purpose of the waiver was the promotion of the economic development of Papua- 
New Guinea. 

The Trust Territory of New Guinea is administered by Australia as a trustee 
of the United Nations. Papua is an adjacent possession of Australia. The rep- 
resentatives of Australia pointed out that the territory of Papua-New Guinea 
has no substantial domestic market and that therefore a prerequisite for en- 
couraging investment of capital in development projects in the territory is a 
reasonable assurance of a market in neighboring Australia. 

At the 10th session the contracting parties received the second of the annual 
reports required by the waiver and a request by Australia that a separate waiver 
be granted permitting Australia to grant preferential duty-free treatment to 
Papua-New Guinea on four timber items which were in Australia’s schedule 
of tariff concessions and therefore not covered by the original waiver. A working 
party was set up to consider these matters. 

Australia’s report noted that the only action taken under the waiver since the 
previous report was the establishment of a preferential duty-free tariff quota 
for plywood imported from Papua-New Guinea. 

Some question was raised as to whether plywood was a “primary product” 
and whether, therefore, the tariff action taken was consistent with the terms of 
the waiver. The contracting parties generally acknowledged that the action 
taken was in accord with the fundamental purposes of the waiver, that it would 
not be profitable to try to determine whether there was an infraction, and that 
the uncertainty surrounding the action by reason of the definition of the prod- 
uct should be removed. This was done by including plywood in the separate but 
similar waiver which Australia was requesting on timber products. 

Since the 4 timber items involved were included in Australia’s schedule 
of tariff concessions, Australia asked for a separate waiver on these items 
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similar to its 1953 waiver. The request was reviewed, and a waiver was granted 
subject to limitations along the lines contained in the 1953 waiver, plus a specific 
provision for compensation if the action authorized resulted, contrary to expecta- 
tions, in nullifying or impairing tariff concessions. The rates of duty chargeable 


to other contracting parties on the products continues to be bound in Australia’s 
schedule of tariff concessions. 


7. Federation of Rhodesia and Nyasaland—adjustments in connection with the 


new Federal tariff and new trade agreements with Australia and the Union 
of South Africa 


The Federation of Rhodesia and Nyasaland, which has a considerable degree 
of autonomy within the British Commonwealth short of dominion status, was 
formed in 1953 through the political union of three territories: Southern 
Rhodesia, Northern Rhodesia, and Nyasaland. 

Southern Rhodesia was at the time a contracting party to the general agree- 
ment, while the United Kingdom had accepted the agreement on behalf of North- 
ern Rhodesia and Nyasaland. In 1954 the new federation was recognized as a 
contracting party to the general agreement with the rights and obligations under 
the agreement previously pertaining to the Government of Southern Rhodesia 
and, in respect of the territories of Northern Rhodesia and Nyasaland, to the 
Government of the United Kingdom. 

On July 1, 1955, the federation put into force its new tariff, which was a 
consolidation of the tariffs of the three constituent territories of the Federation of 
Rhodesia and Nyasaland. 

The technical difficulties involved in drawing up a consolidated tariff were 
very great, going beyond even those which would normally accompany the merg- 
ing of three territories at different stages of political and economic development 
and having varying tariff levels, fiscal systems and patterns of trade. ‘These 
difficulties arose primarily out of the complex network of tariff preferences in the 
constituent territories. 

Southern Rhodesia had preferential arrangements with other areas of the 
British Commonwealth, which had been in existence before the general agree- 
ment was negotiated and which were recognized under the agreement. Part of 
Northern Rhodesia also had such arrangements, but separate and different from 
those of Southern Rhodesia. The rest of Northern Rhodesia and all of Nyasaland 
were covered by the Congo Basin Treaty of 1885, which provided for commercial 
equality for imports from all signatory powers, and hence they granted no tariff 
preferences, 

Another complicating factor was the entry into force, simultaneously with 
the new tariff, of trade agreements, both involving preferences, between the 
new federation and the Union of South Africa and between the new federation 
and Australia. These replaced the trade agreement of 1935 and the customs 
union (interim) agreement of 1949 between Southern Rhodesia and South Africa, 
the customs agreement of 1930 between Northern Rhodesia and South Africa, and 
the trade agreement of 1941 between Southern Rhodesia and Australia. 

The general agreement provides an exception to the general rule against 
establishment or increase of preferences for cases in which contracting parties 
form customs unions or free-trade areas involving the elimination of restrictions 
on substantially all the trade among members of the customs union or free-trade 
area (art. XXIV). Such arrangements, when they do not involve increasing 
trade barriers against nonmembers, are recognized by the general agreement as 
desirable in that they are likely to increase the gains from trade. 

The formation of a complete economic and political union such as the federa- 
tion is somewhat analagous to the less ambitious steps involved in the forma- 
tion of a customs union or free-trade area. The former, more fundamental change 
did not technically come within the provisions of article XXIV. The federation 
had agreed, however, to follow the general principles of article XXIV of the 
general agreement in drafting its new tariff, particularly the principle that 
customs duties on imports into the new federation from other contracting parties 
should not on the whole be higher than the general level of the duties existing 
in the three constituent territories prior to the entry into force of the new 
consolidated tariff. 

A working party was established at the 10th session to examine the new 
federation tariff and the trade agreements between the federation and the Union 
of South Africa and the federation and Australia. The report of the working 
party, which was adopted by the contracting parties, found that the net result 
of the new arrangements was (1) a general tariff level not higher and probably 





1210 cUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 


lower than the average tariff level previously in effect in the constituent terri- 
tories and (2) an apparent decrease in preferences when the changes in pref- 
erence margins were looked at as a whole. 

The working party also found that there was no provision of the general 
agreement making adequate allowance for all the special circumstances in which 
the adjustments had been made. Accordingly, on the recommendation of the 
working party, the contracting parties granted a waiver to prevent any conflict 
with the general agreement in the case of the preferences accorded by the 
federation under its new tariff as modified by the trade agreements with the 
Union of South Africa and with Australia, or accorded by the latter two coun- 
tries in the same trade agreements. The waiver also provided flexibility to 
permit some adjustments to be made in the new tariff and in the preferences 
accorded in the new trade agreements, adequate provision being made to 


insure that the interests of other contracting parties would be taken into 
account. 


8. Belgium—Request for waiver permitting temporary maintenance of certain 
quantitative restrictions 


In May 1955, Belgium requested a waiver of the general rule in the general 
agreement against the use of quantitative restrictions (art. XI) to permit the 
maintenance of quotas on certain agricultural products. 

The request was originally considered by the Intersessional Committee of 
the contracting parties during June and July of 1955. During the Interses- 
sional Committee’s consideration of the request, Belgium withdrew a number 
of important products which had appeared on its original list of items on which 
the waiver was sought. The Intersessional Committee took no action on the 
request but referred it to the 10th session. Belgium agreed to supply, before 
the 10th session, additional information relating to the request which the Inter- 
sessional Committee believed would be helpful. 

At the 10th session the contracting parties decided not to grant a regular 
waiver to Belgium, but to act under the terms of a decision, taken by the con- 
tracting parties at the 9th session, which recognized that some transitional 
protection might be necessary to enable an industry which has been receiving 
incidental protection from balance-of-payments restrictions. Where the sudden 
removal of these restrictions would cause serious injury to the domestic in- 
dustry concerned, and where the country involved undertakes a number of 
stringent commitments regarding the restrictions, the decision provides, upon 
prior approval of the contracting parties in each case, for the temporary main- 
tenance of the restrictions after the country has emerged from balanced-of- 
payments difficulties. 

This course of action required Belgium to drop several more items (those 
which did not meet the criteria of the decision) from the list it had originally 
requested to be covered by the waiver. It also meant that, with respect to 
the items still on the list, a number of important commitments had to be under- 
taken. The Belgians agreed to remove from the list the items which could 
not meet the criteria of the decision and to accept the commitments with respect 
to the remaining items. 

Accordingly, following a careful examination of the case by a working party, 
the contracting parties agreed to the temporary maintenance of the restrictions 
on the remaining items. Restrictions maintained under the decision must be 
removed within 5 years. 

The commitments assumed by the Belgians include undertakings to allow a 
fair share of the domestic market to other contracting parties, to apply the 
restrictions in a nondiscriminatory manner, to relax them progressively, and 
to put into effect measures leading to their complete elimination in a compara- 
tively short period of time. 

Belgium was also given a separate waiver permitting it to continue for an 
additional 2 years such restrictions as it has not been able to eliminate because 
of difficulties arising in the projected harmonization of Belgian and Dutch agri- 
eultural policies. Such a harmonization of policies is considered an indis- 
pensable condition to the completion of the customs union among Belgium, the 
Netherlands, and Luxembourg, and a basic decision to move toward it was taken 
by the governments concerned in May 1955. Belgium has already enacted legisla- 
tion and established special administrative machinery to accomplish this objective 
within a period of 7 years. 
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9. Luwembourg—Waiver permitting maintenance of certain quantitative restric- 
tions 


Luxembourg’s request for a waiver from the general rule in the agreement 
against the use of quotas was received at the same time as the Belgian request 
(May 1955) and was considered by the Intersessional Committee along with 
that of Belgium. At the 10th session the same working party considered both 
requests. 

Luxembourg’s request, like Belgium’s, was for the maintenance of quotas on 
certain agricultural products. The problem faced by Luxembourg was different, 
however, in that the products in question faced exceptionally adverse condi- 
tions as a result of natural factors not likely to be of a short-term or transitional 
nature. Therefore, a regular waiver was deemed necessary in the case of Luxem- 
bourg whereas a transitional release had been granted in the Belgian case. 

It was noted that the factors in the Luxembourg case were unique, primarily 
because of the narrowness of the Luxembourg market and because of the special 
position of Luxembourg as a member of the Benelux Customs Union. Accordingly, 
it was felt that granting a waiver to Luxembourg would in no way serve as a 
precedent for granting waivers to other countries. 

The contracting parties noted that the Government of Luxembourg is de- 
termined to adopt all measures necessary to make its agriculture more competi- 
tive and thus enable it to relax the restrictions now in force insofar as practicable. 
No time limit was put on the waiver, but Luxembourg is required to submit an 
annual report, and there is to be a review of the matter in 1960. 


10. Cuban views on voting requirements for the granting of waivers 


Amendments to certain parts of the general agreement can enter into force 
for those contracting parties accepting the amendments upon acceptance by 
two-thirds of the contracting parties, while amendments to other parts can enter 
into force only when accepted by all contracting parties. A waiver of any 
provision ean be granted, however, in exceptional circumstances not provided 
for in the agreement, by a two-thirds majority of those contracting parties 
voting, provided that affirmative votes are cast by at least one-half of the con- 
tracting parties. The text of the waiver provisions, the history of their negotia- 
tion, and the history of their application by the contracting parties support 
the view that this situaion reflects the wishes of the contracting parties, pro- 
viding as it does the flexibility necessary to meet genuine exceptional circum- 
stances without requiring amendment of the general rule or forcing the country 
involved to breach the agreement. 

The Cuban representative at the 10th session explained and supported the 
position taken by his Government at the 9th session that waivers from provi- 
sions which can be amended only by unanimity should not be granted on the 
same basis as waivers from other provisions. He made it clear that Cuba had 
no intention of disturbing the situation existing under the provisions of waivers 
granted on former occasions. What was desired, he explained, was further study 
by the contracting parties with a view to controlling more effectively situations 
which might arise in the future. 

He sought to distinguish between waivers which merely “suspended” obliga- 
tions and those which “modified” them, claiming that the latter should carry the 
same voting provisions as if they were amendments. As examples of cases which 
he would regard as involving a “modification” of obligations, he cited waivers 
which permit the establishment of a new preferential system or the increase of 
bound tariffs. In such cases, he suggested, the contracting parties should require 
a vote of unanimity for the granting of a waiver. He noted that, regardless of 
the past practice of the contracting parties in granting waivers by a two-thirds 
vote, the provisions of article XXV would authorize the contracting parties to 
define certain categories of exceptional circumstances to which voting require- 
ments other than a two-thirds majority should apply for the waiver of obligations. 

The representative of Cuba did not seek a decision at this stage, raising only 
the question of whether the contracting parties believed the question merited 
further consideration. In view of this position, there was no lengthy debate of 
the substance of the Cuban position, although several delegations indicated con- 
cern as to the inflexibility that acceptance of the Cuban suggestion would intro- 
duce into the agreement and the fundamental change in the mode of application 
of the agreement which acceptance of the suggestion would entail. 
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There was general support, however, for a further examination of the matter. 
It was agreed that the Intersessional Committee should consider the question 
and report to the 11th session as to whether a sufficient foundation existed for 
the contracting parties to go into the matter more thoroughly at that time. 


D. COMPLAINTS CONSIDERED AT THE TENTH SESSION 


The general agreement provides (art. XXIII) that a contracting party may 
make representations to the country or countries concerned whenever it believes 
that benefits accruing to it under the agreement are being nullified or impaired 
or that the attainment of an objective of the agreement is being impeded as a 
result of (a) the failure of another country to carry out its obligations under 
the agreement, (b) the application by another contracting party of any measure 
whether or not it accords with the agreement, or (c) any other situation. If 
this does not result in a satisfactory adjustment in a reasonable period of time, 
the matter may be referred to the contracting parties. The contracting parties 
are required in such cases promptly to investigate and to make recommendations 
to the countries concerned or give a ruling, as appropriate. If they believe the 
circumstances to be serious enough to warrant such action, the contracting 
parties may authorize affected countries to withdraw from another country or 
countries tariff concessions or other benefits under the agreement as determined 
to be appropriate in the circumstances. 

Cases arising under these provisions make up an important part of the agenda 
of each session of the contracting parties. The satisfactory settlement of many 
of them is one of the outstanding contributions made by these sessions. 

Another provision under which countries may be called upon to consult with 
the contracting parties is that dealing with subsidies affecting imports or exports. 
A country may be required to consult to discuss the possibility of limiting the 
subsidization whenever it is determined that serious prejudice is caused or 
threatened to the interests of any other contracting party by such subsidization 
(art. XVI). While these cases are not “complaints” in the same sense as those 
arising under the provisions discussed above, they are often listed with them on 
the agenda of the session. The United States consultation with respect to its 
export subsidy on oranges (discussed in this section) arose under the export 
subsidy provision. 


1. Brazilian internal taxes 


At the third session of the contracting parties in 1949 a question was raised 
regarding Brazil’s action in 1948 of revising upward its internal taxes on certain 
imported products (most importantly cognac, aperitifs, watches, clocks, and beer) 
inconsistently with the requirement of the general agreement that in matters 
of internal taxation and regulation imported goods are to be accorded the same 
treatment as like domestic goods. The Brazilian Government agreed to request 
the Brazilian Congress to amend the laws in question. The matter has been 
taken up at subsequent sessions, but remains unresolved. 

In 1955 the Brazilian representative had reported that a bill was under con- 
sideration which, if passed, would correct the situation during that year. At 
the tenth session, however, Brazil reported that while the Brazilian administra- 
tion continued to press for passage of the bill, examination of it by the Brazilian 
Congress had been delayed because the Congress was in process of considering a 
new fiscal code. Brazil again recognized the validity of the complaint and the 
right of affected countries to have recourse to provisions of the agreement envisag- 
ing compensatory adjustments. 

The contracting parties adopted a resolution which affirmed the right of affected 
countries to compensation, urged Brazil to take all necessary steps to amend the 
laws so as to bring them into conformity with Brazil's obligation under the gen- 
eral agreement, and requested a report, to be made not later than the 11th session 
on action taken in this matter. 


2. French special temporary compensation tax on imports 


The French Government has since 1954 freed many items from quantita- 
tive restrictions when imported from other countries of Western Europe under 
the program of the Organization for European Economie Cooperation (OEEC). 
It has generally imposed taxes on these items, however, to compensate tempo- 
rarily for the loss of the protection previously afforded by the quota system. 
France has contended that, due to the disparity between French and foreign 
prices, French industry and agriculture could not be subjected to the full impact 
of import competition overnight. However, the imposition of the tax did violate 
commitments taken by the French Government under the general agreement. 








CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 1213 


rhe tax effectively increased tariff rates which were bound in France’s schedule 
of tariff concessions. Also, since imports from French colonial sources were 
exempted from the tax, margins of preference were effectively increased incon- 
sistently with the GATT rule against new or increased preferences. Countries 
like the United States were especially affected in that the tax was applied to their 
trade even though it did not benefit from the removal of quotas under the OEEC 
program. 

The French Government was willing to agree to eventual elimination of the 
tax and, in fact, did decrease it for certain products before the conclusion of the 
ninth session in 1955. The contracting parties at that session adopted a resolu- 
tion which confirmed the French undertaking to remove the tax as soon as possi- 
ble, recommended that steps be taken to reduce the discrimination against those 
paying the tax but not benefiting from the removal of quotas, and providing for 
progress checks from time to time on the implementation of the undertaking of 
the French Government and the recommendation of the contracting parties. 
(The Intersessional Committee received and considered reports by the French 
on such progress between the 9th and 10th sessions.) The resolution also noted 
the inconsistencies of the tax with the agreement and the right of affected coun- 
tries to compensation. 

Following consideration of the French report at the 10th session, the contract- 
ing parties adopted a second resolution, which, while noting with satisfaction that 
the tax had been reduced or eliminated for a number of products since the 9th 
session, expressed disappointment that progress toward reduction and elimination 
of the tax had not been more rapid and that no steps had been taken to improve 
the position of those contracting parties the exports of which are subject to the 
tax and also to quotas. This resolution invited the attention of the French Gov- 
ernment to the danger that the tax may come to have a protective character, 
contrary to the intentions of the French Government in imposing it. It re- 
quested the French Government to accelerate the process of reducing and elim- 
inating the tax and of reducing its discriminatory effects. 

The contracting parties called upon the French Government to report by June 
1, 1956, to the Intersessional Committee regarding further measures taken to 
reduce or eliminate the tax and decided to review this matter again at the llth 
session. 


3. French stamp tax 


The contracting parties considered a complaint by the United States 
against the August 1955 increase of the French stamp tax from 2 to 3 percent. 
The law providing for the increase made specific provision that the proceeds were 
to be applied to the budget for agricultural family allowances. 

A similar complaint against an increase in the French stamp tax from 1.7 to 
2 percent had been considered at the previous session. At that time the French 
representative had stated that the tax increase covered an increase in the costs 
of services which the tax was intended to defray and therefore was not incon- 
sistent with the general agreement. Upon assurances that the French Govern- 
ment was conscious of the requirement of the general agreement “ that such a 
charge must not be increased beyond the point commensurate with the cost of 
services rendered, and in view of the fact that there was no significant injury to 
United States trade, the United States had withdrawn that complaint. 

At the 10th session, the French agreed that the increase of the stamp tax from 
2 to 3 pereent was inconsistent with the general agreement. It was noted that 
the inconsistency with the provision that fees and charges other than duties 
should not be used for fiscal purposes was evident in that the receipts from the 
increase were earmarked for financing loans for agricultural families. France 
udmitted that the slight increase in tariff protection involved was also incon- 
sistent with the agreement insofar as items bound in France’s schedule of tariff 
concessions were concerned and expressed the intention of removing the incon- 
sistency as soon as possible. 

The contracting parties took note of the undertaking to cancel the measure 
as soon as possible and invited the French Government to submit a report before 
the 11th session regarding action taken to remove the measure. 


4. German discrimination in coal imports 


The Federal Republic of Germany first sharply limited, and then stopped 
completely, the direct licensing of imports of United States coal during the sum- 
mer and fall of 1953. The German balance-of-payments position was improving 
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at the time so that there was no financial justification for such action under the 
terms of the general agreement. The United States placed a complaint against 
this discriminatory action on the agenda of the ninth session. 

Bilateral consultations with the German representatives during the ninth 
session, while not resulting in the complete relaxation of the 1953 measure which 
the United States was seeking, were followed by an increase in the quota for 
imports of coal through third countries. This was an important gain to the 
United States coal industry, which was at the time in serious difficulties. 

As a result of this progress, and on the understanding that the consultations 
looking toward complete relaxation of the new restrictions would continue, the 
United States decided not to press for formal consideration of the complaint 
by the contracting parties at the ninth session. It was agreed at the suggestion 
of the United States that consideration of the complaint should be postponed 
until the 10th session, and both the United States and Germany expressed the 
hope that the problem would have been satisfactorily disposed of by that time. 

By the time of the 10th session, imports of United States coal into the Federal 
Republic were being licensed freely, and the volume of trade had increased 
greatly. The United States was, therefore, willing to announce at the opening 
meeting of the 10th session that it wished to withdraw the item from the agenda, 
reserving its right to bring the matter to the attention of the contracting parties 
again should that prove necessary. 


5. Hawaiian regulations on sale of imported eggs 


In May 1955 the Legislature of the United States Territory of Hawaii enacted 
a law requiring stores which sold imported eggs to post a sign reading “we sell 
foreign eggs.” 

Australia placed a complaint against this action on the agenda of the 10th 
session, claiming that it violated the requirement of the general agreement ™“ that 
imported goods receive equal treatment with domestic goods in matters affecting 
their internal sale, offering for sale, etc. Australia also claimed that the action 
appeared to impair the United States tariff concession on eggs, and asked the 
contracting parties to recommend that the United States Government use its 
best endeavors to secure removal of the requirement for the posting of signs 
concerning the sale of foreign eggs. 

During the session, however, Australia explained that it had learned that 
the law in question was being tested in the Hawaiian courts and, therefore, 
it did not seem profitable to pursue the matter until the outcome of the court 
case was known. It was agreed that this item would be left in abeyance pending 
the outcome of the court case and that it would be open to Australia to raise the 
matter later if it wished to do so. 


6. Italian import duties on cheese 

Denmark instituted this complaint against Italy on the grounds that the latter 
had increased certain rates of duty on cheese in a way which was contrary 
to the provisions of the article in the general agreement * which permits re- 
negotiation of tariff concessions at certain times and under certain circumstances. 

Italy had notified the contracting parties of its desire to renegoiate the items 
in question in May 1955, and negotiations with Denmark had been initiated. No 
conclusion was reached at that time, and it was agreed that talks would be 
resumed in September. In August, however, the Italian Government, for reasons 
of internal policy, had felt obliged to take the desired action without further 
delay. At the same time it had declared itself ready to continue negotiation 
looking toward compensation for the withdrawn concession. 

Since Denmark believed this to be a breach of the procedures laid down in 
the article of the general agreement which governs sueh renegotiations, it placed 
the item on the agenda of the 10th session. Negotiation between the two Gov- 
ernments continued concurrently with the session, and toward its close Denmark 
announced that these negotiations had been successfully coneluded. Accordingly, 
the item was removed from the agenda. 


7. Italian import duties on Greek cotton 

In placing this item on the agenda of the 10th session, the Greek Government 
stated that Italian valuation procedures were resulting in diserimination against 
imports of Greek cotton. This, it was claimed, was not in accordance with the 
requirement of the general agreement” that contracting parties administer 
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laws, regulations, etc., which affect trade in a uniform impartial and reasonable 
manner. 

Italian customs authorities, according to the Greek statement, distinguish 
among five categories of cotton for valuation purposes: (1) American, (2) 
long-staple Egyption, (3) short-staple Egyptian, (4) Indian and the like, and 
(5) cotton not elsewhere specified. Greek cotton, it was said, was assessed 
at a higher rate of duty under the fifth category, while Turkish cotton and 
cotton from certain other countries were assessed at a lower rate under the 
fourth (Indian cotton and the like). As a result it was charged that Greek 
cotton was paying a tax 14 lire higher per kilogram than the tax levied on 
Turkish and other similar cotton, although Greek cotton is nearly of the same 
quality as Turkish; comes from the same seed variety, and is grown under the 
same climatic conditions. 

Following bilateral consultations between the Italian and Greek delegations 
during the 10th session, the Italian delegation announced that the question was 
being studied by the competent agencies of the Italian administration and that 
he hoped a satisfactory solution would be reached shortly. The delegate of 
yreece stated that he thought it unnecessary to pursue the matter at the 10th 
session but atked that it be placed on the agenda of the Intersessional Com- 
mittee in the event that a satisfactory solution were not reached. 


8. Italian general turnover tax applied to imported pharmaceutical products 


The United Kingdom, in placing this item on the agenda of the 10th session, 
stated that the Italian general turnover tax was being levied upon imported 
pharmaceutical products at a rate of 6 percent, and upon like Italian products 
at a rate of only 4 percent. The United Kingdom delegate stated that this 
application of the tax discriminated against imports and was thus contrary to the 
requirement of the general agreement “ that contracting parties treat imported 
products in the same way as like domestic products in matters of internal taxation 
and regulation. 

Late in the session the Italian delegate announced that his Government, after 
examining the communication of the United Kingdom, had instructed him to 
report that after January 1, 1956, the turnover tax on imported pharmaceutical 
products would be reduced to 5 percent. The United Kingdom delegates ex- 
pressed the hope that the action being taken by the Italian Government would 
lead to a satisfactory solution of the problem and agreed to drop the matter 
from the agenda of the 10th session. 

9. Swedish antidumping duties 

At the ninth session the contracting parties had considered a complaint by 
Italy that Sweden was applying antidumping duties on nylon stockings in a 
manner that did not conform to the provisions of the agreement on antidumping 
and countervailing duties“ and that resulted in an increase in rates bound in 
Sweden’s schedule of tariff concessions. 

The contracting parties at the ninth session had concluded that, while the 
Swedish antidumping system was not of itself inconsistent with the general agree- 
ment, the administration of it might easily run into conflict with Sweden’s obli- 
gations. The contracting parties had recommended that Sweden undertake to 
improve the administration of its system, that the 2 Governments cooperate in 
an inquiry into the question of whether dumping was actually involved in the 
sale of Italian stockings on the Swedish market, and that the 2 Governments 
report back to the contracting parties. 

In August 1955 the Government of Sweden announced to the contracting parties 
that the special regulation which had been the subject of the complaint had been 
abrogated. This was reaffirmed at the 10th session, at which time the Italian 
delegate thanked the Government of Sweden for the action taken. The complaint 
was thus disposed of. 


10. United States dairy products 


A complaint has been registered against United States import restrictions on 
certain manufactured dairy products each year since the restrictions were first 
imposed under the Defense Production Act of 1950, as amended. These restric: 
tions, which are still in force in a modified form, are now imposed under section 
22 of the Agricultural Adjustment Act. Although the complaint against these 
restrictions appeared as a separate agenda item at the 10th session, it was actually 
considered in relation to the waiver which the United States received in 1955 for 
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actions required by section 22 and is discussed under that heading in this report 
(above, p. 1207). 


11. United States export subsidy on oranges 


The contracting parties first consulted with the United States on the latter’s 
subsidy payments on exports of oranges at the eighth session in October 1953. 
At that time Italy alleged that these subsidies were seriously prejudicing Italy’s 
export trade in Europe. South Africa likewise claimed its European markets for 
oranges were being affected. The general agreement requires a country to consult 
upon request in any case where it is determined that its subsidies are causing or 
threatening serious prejudice to the interests of any other contracting party. 
While such a determination was not actually made in this case, the United States 
agreed to the consultation. 

The United States maintained that the subsidy program on oranges was neces- 
sary to the maintenance of traditional exports, and presented evidence to show 
that it was not responsible for loss of markets by Italy and South Africa. 

This matter was again discussed at the ninth session in November 1955. At the 
end of that session it was reported that the countries concerned waqnld continue 
their consultations in Washington and that the delegations affected reserved the 
right to revert to this matter at the 10th session. 

‘arly in the 10th session the delegate of Italy reported that, as a result of 
bilateral consultations with the United States, his Government wished to delete 
the item from the agenda. The delegate of South Africa agreed to its deletion. 


E. RELEASES FROM CERTAIN GATT OBLIGATIONS TO PERMIT CARRYING OUT OF ECONOMIC 
DEVELOPMENT PROGRAMS AND RELATED MATTERS 


The general agreement contains exceptions to certain of its rules to permit 
countries to impose nondiscriminatory trade restrictions without violating their 
commitments under the agreement if such restrictions are necessary to carry out 
their programs of economic development. In general these provide for the re- 
negotiation of tariffs and other concessions and, with the prior approval of the 
contracting parties, for the use of quotas on items on which no tariff concession 
has been made. 

The provisions governing the use of restrictions for economic development were 
rewritten at the 9th session in 1955, but the old provisions are still in force and 
were governing during the 10th session. 

A working party was established at the 10th session to consider requests for 
release under the economic development provisions. Two countries made appli- 
cations. Ceylon’s request was granted, while that of Haiti was ultimately with- 
drawn by Haiti as unnecessary. 


1. Request by Ceylon 


At the 10th session the Government of Ceylon applied for releases in order to 
impose quantitative restrictions on certain items of ceramicware, including cups 
and saucers, and certain petroleum products. 

In the case of ceramicware, the Government of Ceylon wished to apply its 
Industrial Products Act so as to restrict imports to a certain ratio of domestic 
retailers’ purchases of like domestic products. After examining the application, 
the contracting parties granted a release for the purpose requested for a period 
of 5 years. At the time the application for release was made the products were 
in Ceylon’s schedule of tariff concessions. Ceylon, however, was negotiating to 
remove the items from its schedule. Accordingly, the release was not to become 
effective until the items were unbound. 

In the case of petroleum products, the Government of Ceylon wanted authority 
to impose import quotas if it proved necessary to prevent imports from threaten- 
ing a refinery which was to be built in Ceylon. The refinery was to begin opera- 
tions in 1958, and it was expected to fill all Ceylon’s needs for a number of impor- 
tant petroleum products, none of which was in Ceylon’s schedule of tariff 
concessions. 

The oil companies which were to build the refinery had agreed with the Govern- 
ment of Ceylon that the products of the refinery would not be sold at prices higher 
than the landed cost of competing foreign products. Since Ceylon did not want 
to impose a tariff or other continuing limitation but only wanted to have authority 
to impose standby controls when necessary, it asked for a release permitting the 
use of quotas. 

The release was granted for a period of 10 years. This period was to start 
when the refinery began operations, which was expected to be in 1958. -Under 
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the release quotas cannot be used to increase domestic prices over world prices of 
like products. 


2. Request by Haiti 


Haiti had been granted a release in 1950 to permit the maintenance of a system 
of import licensing with respect to tobacco, cigars, and cigarettes. The licensing 
of imports was exercised in connection with a state monopoly in the tobacco 
trade. The release, which was granted for 5 years, was due to expire in 
November 1955. 

Haiti applied to the contracting parties prior to the 10th session for a renewal 
of the release. At one of the early meetings during the 10th session, however, 
the delegate of Haiti suggested that perhaps a renewal of the release was not 
necessary. The original release had been granted because it was felt that there 
was an element of restriction in the licensing system which was contrary to the 
general agreement. The delegate of Haiti at the 10th session stated that the 
licensing system did not involve the imposition of quantitative restrictions on 
imports but was simply intended to facilitate administrative control of a state 
monopoly, which was not prohibited under the rules of the general agreement. 
He pointed out that the law under which the tobacco monopoly operated required 
it to facilitate imports to the extent necessary to satisfy the demands of the 
local market. 

The working party was asked to consider both the application for an extension 
of the release and the suggestion that perhaps the maintenance of the measures 
in question did not involve any inconsistency with the general agreement and 
hence did not require an extension of the release. The working party proceeded 
to examine, with the representative of Haiti, the provisions of the agreement 
which might be relevant in order to assist Haiti in determining whether it should 
withdraw its application. 

On the basis of the information supplied by the representative of Haiti and 
of the discussions in the working party, the latter decided that, whatever may 
have been the situation at the time the earlier release was granted, it did not 
see anything in the measures maintained by Haiti with respect to tobacco which 
were inconsistent with the terms of the general agreement and which would 
therefore require a release. 

As a result of the working party examination, the delegate of Haiti decided 
not to pursue the request for renewal of the release earlier granted. 


F. OTHER SUBSTANTIVE MATTERS DEALT WITH AT THE 10TH SESSION 


1. Accession of Japan 


Japan became a contracting party to the general agreement on September 10, 
1955. The chairman of the contracting parties, Ambassador Wilgress of Canada, 
welcomed Japan as a full contracting party in his opening address to the 10th 
session, and other delegates did the same in their opening statements. 

Almost all of these remarks, including those of the chairman, were qualified 
by expressions of regret over the fact that 14 contracting parties had found it 
necessary to invoke the provision of the agreement which permits contracting 
parties to withhold application of the agreement between themselves and an 
acceding country.” Thus, although the decision providing for Japanese accession 
had been taken unanimously, the advantages Japan had hoped to obtain upon 
accession to the general agreement were seriously curtailed. 

The Japanese Government submitted a memorandum for discussion at the 10th 
session which expressed Japan’s deep regret at the failure of these countries to 
apply the agreement fully vis-a-vis Japan. The memorandum contained a request 
that the contracting parties examine during the 10th session the problems which 
had led these countries to take such action, with a view to working out a solution. 
The Japanese Minister of State, Mr. T. Takasaki, who led the Japanese delegation 
to the 10th session, reiterated the Japanese position in a frank and forceful state- 
ment to the contracting parties. 

There was a full discussion of the situation both in the regular meetings of the 
Session and in informal consultations between the delegations principally con- 
cerned in an effort to work toward a solution. There was general recognition of 
the fact that the situation was one of concern to all countries in the agreement. 
No solution to the problem emerged, and the chairman of the contracting parties 
recommended that consultations between Japan and the contracting parties not 
applying the agreement vis-a-vis Japan should be pursued. 
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The problem will be kept under continuous study and will be taken up again 
by the Intersessional Committee. 


2. Customs administration 


(a) Consular formalities.—The contracting parties adopted a recommendation 
in 1952 calling for the abolition at the earliest possible date, and in any case not 
later than December 31, 1956, of consular invoices and consular visas in connection 
with trade documents. The contracting parties further recommended that goy- 
ernments should, in the meantime, reduce progressively the incidence of consular 
fees and bring their practices in the field of consular formalities into conformity 
with a code of standard practices set forth in the recommendations. 

Countries were asked to report annually on steps taken toward the abolition of 
consular formalities. Fifteen contracting parties, including the United States, 
still maintained consular formalities at the close of the 9th session and hence 
reported to the contracting parties at the 10th session. 

The United States was in a position to report before the opening of the 10th 
session that, since its previous report, new regulations had been announced 
under which the requirement for consular certification of invoices was abolished 
effective October 1, 1955. A few declarations and certificates (not invoices), 
chiefly for the purpose of obtaining free entry of the merchandise involved, were 
still required to be taken before consular officers. With respect to the latter, it 
was reported that a study was being made, in the light of the elimination of 
consular certification on invoices, to determine whether consular participation 
in connection with these documents would also be eliminated. 

At the time of the 10th session, 14 countries were still imposing consular formal- 
ities in the country of export in connection with goods destined for importation 
into their territory. Four of these (Ceylon, Greece, Indonesia, and Sweden) main- 
tained certain formalities in special circumstances, and of these Ceylon reported 
that arrangements had been made to abolish the formalities in 1956. France, 
whose formalities were somewhat more extensive, reported certain steps toward 
their abolition which had been taken in February 1955. 

Of those still requiring consular formalities for a large part or the whole of 
their trade some (Turkey and eight contracting parties in Central and South 
America) indicated that the necessary steps to bring about their abolition were 
under consideration. Others (notably Brazil, Haiti, Chile, and Cuba) stated 
that consular fees were an important element in their fiscal system, or that for 
other reasons they did not see the possibility of abolishing them. 

It was agreed that the item should be retained on the agenda for the 11th 
session. 

(b) Nationality of imported goods.—(i) Definition of origin: At their eighth 
session in 1953 the contracting parties drew up and submitted to governments 
for study and comment a standard definition of origin for use by governments in 
connection with their customs administration. Such a definition was considered 
to be of considerable importance in view of the contiuued use of discriminatory 
quantitative restrictions and because of the question which sometimes arises as 
to whether goods are entitled to most-favored-nation treatment in tariff mat- 
ters. 

At the ninth session it was found that the proposed standard definition could 
not be accepted as it stood and that some countries were opposed in principle to a 
standard definition. It was decided to continue to study the matter and to in- 
clude it on the agenda of the 10th session. 

Little change had occurred in the position of the various governments when the 
10th session convened. In May 1955 the International Chamber of Commerce, the 
foremost proponent of an international agreement on this matter, had adopted a 
resolution recognizing that, due to the divergencies of view on the subject, the 
time was not ripe for attempting to secure general acceptance by governments 
of a standard definition of origin Noting that a number of practical problems 
existed in this field for specific industries which may be capable of solution by 
international agreement, the Chamber requested the contracting parties to con- 
tinue their study of regulations and practices with a view of establishing cer- 
tin practical criteria applicable to these special problems. 

Following an exchange of views among the interested governments at the 
10th session, it was decided that there was a general desire that the matter be 
kept under review and that it should be included on the agenda of the 11th 
session. 

(ii) Certificates of origin and marks of origin: The International Chamber of 
Commerce submitted to the contracting parites resolutions adopted at the Tokyo 
Congress of the Chamber in May 1955 on Certificates of Origin and Marks of 
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Origin. The contracting parties agreed that these resolutions could be considered 
at the 10th session. 

The resolution on certificates of origin suggested an amendment to the recom- 
mendations, which were adopted by the contracting parties in 1953, regarding 
proof of origin. Those recommendations had included one that “As large a 
number of competent bodies as possible should be authorized to issue certificates 
of origin, in order to minimize the time taken by traders in obtaining certificates.” 
Fear that abuses would arise from too great a multiplication of issuing offices 
led the Chamber to propose that the quoted recommendation be revised to read as 
follows: “Governments should ensure that a sufficient number of authorized and 
genuinely competent offices is available to trade for the issuance and/or visaing 
of certificates of origin.” 

The resolution on marks or origin set forth a set of “guiding principles for an 
international arrangement” on the subject which would be designed to guarantee 
against abuse of the practice of requiring marks of origin. Principles were sug- 
gested which would govern the time of affixing the mark and the nature of the 
mark, and would specify exemptions and penalties. 

There was some general discussion of these proposals at the 10th session, but 
it was felt that it was not yet opportune for the contracting parties to study them 
in detail and that they required further study in the individual counries. It was 
agreed that they should be included on the agenda of the 11th session and that 
the Seeretariat should assemble information on marks of origin for use in study- 
ing the proposals relating to that subject. 

(c) Samples convention.—In 1952 the contracting parties approved for sub- 
mission to governments for consideration the text of an International Conven- 
tion to Facilitate the Importation of Commercial Samples and Advertising Ma- 
terial, generally referred to simply as the “Samples Convention.” The conven- 
tion was to enter into force 30 days following acceptance of it by 15 governments. 
The United Kingdom’s acceptance on October 21, 1955, was the 15th such accept- 
ance, so the convention entered into force on November 20, 1955.” 

The convention provides for the duty-free entry of samples of negligible value 
and of certain advertising matter, and for temporary duty-free entry of other 
samples and of certain advertising film. 

Two questions about the convention were addressed to the contracting parties 
during 1955 by the Customs Cooperation Council. The first was whether it was 
intended that the convention was to override all other legislation on the subject 
in force in countries adhering to it, even where this would result in less liberal 
treatment of samples and advertising matter than had prevailed prior to accept- 
ance of the convention by the country in question. The second was whether pat- 
terns of women’s dresses made up in paper or inferior cloth fell within-the defini- 
tion of samples given in the convention. 

Contracting parties which had ratified or acceded to the Samples Convention 
indicated that it was not their intention, when the convention was drawn up, 
that the adoption of the convention should result in the restriction of any wider 
facilities which might be granted by any State. 

With respect to the question whether certain patterns for women’s dresses were 
covered by the convention’s definition of a sample, the Executive Secretary to the 
contracting parties was asked to communicate with the signatories to the 
Samples Convention, stating the nature of the problem and requesting the views 
ot the government concerned. 

The text of the replies received on these questions were to be circulated to all 
contracting parties to the general agreement, to all adherents to the Samples 
Convention, and to the Secretary General of the Customs Cooperation Council. 

(d) Rules for antidumping and countervailing duties —The Norwegian dele- 
gate proposed at the 10th session that the contracting parties should take the 
first steps toward instituting a survey of problems connected with the imposition 
of antidumping and countervailing duties. In making the proposal, he pointed 
out that as a result of increasing international competition the levying of such 
duties had become more and more important. 

Specifically, the Norwegian proposal called upon governments to submit in due 
time before the 11th session copies of their national laws and regulations regard- 
ing antidumping and countervailing duties. An appropriate body would then go 
through the material submitted and make recommendations to the 11th session. 


* The United States had not accepted the convention at that time. The Senate con- 
sented to ratification of the convention in January 1956, but it has been decided to with- 
hold depositing the instrument of ratification temporarily pending consideration of 
implementing legislation by the Congress. 
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The Norwegian proposal was adopted, and countries were asked to submit the 
requested material not later than June 30, 1956. It was also agreed that inter- 
ested contracting parties might provide, if they so wished, such comments as they 
would consider to be useful on their experience in this field. 

The information submitted will be placed before the Intersessional Committee, 
and an item relating to this question will be included on the agenda for the 11th 
session. 


3. Discrimination in transport insurance 


“Discrimination in transport insurance” is the phrase used to describe the 
practice followed by some governments of requiring, directly or indirectly, that 
transport (marine) insurance on cargo moving in international trade be placed 
with local underwriting companies, thereby discriminating against foreign marine 
insurance companies who might otherwise have obtained part of the business in 
the discriminating country. 

This practice is of interest to the contracting parties to the general agreement 
insofar as it has an impact on trade in goods. 

It has such an impact, traders point out, in that it may result in duplication 
of insurance where the exporter is unwilling to accept the required insurance as 
adequate security. This, of course, increases the cost of the goods. Secondly, it 
often forces merchants to pay higher insurance rates than they would otherwise 
have to pay. This again increases costs. Thirdly, the redtape involved in meet- 
ing the requirements may result in preventing a transaction from ever being car- 
ried out. Finally, the adoption of such measures by one government encourages 
the growth of retaliatory measures by other governments, multiplying the bad 
effects noted. 

The subject of discrimination in transport insurance was considered by the 
Transport and Communications Commission of the Economie and Social Coun- 
cil of the United Nations in 1951 at the request of the International Chamber of 
Commerce. The Commission adopted a resolution calling upon the Secretary 
General to make a study of the extent of discrimination and its effect upon 
international trade. Pending the completion of this study, the Economic and 
Social Council adopted a resolution requesting governments “to adopt, insofar as 
possible, a policy of nondiscrimination in transport insurance, and to permit the 
placing of transport insurance on the most economic basis.” 

The study conducted by the Secretary General, pursuant to the Commission’s 
resolution, resulted in a report to the Economic and Social Council in 1952 en- 
titled “Discrimination in Transport Insurance.” As recommended in this report, 
the Council in 1953 instructed the Secretary General to bring to the notice of the 
parties to the general agreement the relevant resolutions of the Council. The lat- 
ter were also to be brought to the attention of the International Monetary Fund 
“with a view to examination by the fund of the possibiltiy of achieving relaxation 
of exchange controls as applied to transport insurance.” 

At their eighth session in 1953, the contracting parties to the general agree- 
ment took note of the Economic and Social Council resolution and instructed the 
Executive Secretary to prepare a report on the issues involved. This report was 
submitted to the ninth session in 1955. In it, after summarizing and analyzing 
the data he had assembled, the Executive Secretary concluded, in part, as follows: 
“It appears (a) that the discriminatory practices engaged in by certain countries 
clearly affect the interests of the insurance business in other countries, and (b) 
that there is some prima facie evidence of harmful effects of these practices on 
international trade. The evidence would seem to be sufficient to justify the 
contracting parties pursuing the matter, which is not within the competence of 
any other international organizations.” 

The contracting parties agreed that the subject should be retained on the agenda 
for discussion at the tenth session, and they invited governments to examine the 
effects of such discrimination on their trade so as to form an opinion as to the 
kind of international action which might be required. 

In response to this invitation, the United States delegation early in the tenth 
session proposed the adoption of a resolution on freedom in transport insurance 
which would have recommended that governments apply no measures that inter- 
fere with the freedom of the buyer and seller to determine for themselves the 
national market in which transport insurance shall be placed or that penalize 
the making or performance of sales contracts or insurance contracts on the ground 
that insurance was placed in a foreign market. 

Following a meeting with representatives of the International Chamber of 
Commerce and the International Union of Marine Insurance, during which these 
organizations explained why they believed general-agreement action in regard to 
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transport insurance was needed, a working party was established to consider the 
resolution proposed by the United States. It was apparent that there were 
divergent viewpoints as to whether action in the transport-insurance field should 
be taken by the contracting parties, and, if so, what the nature of the action 
should be. The delegates of some countries expressed the view that any resolu- 
tion adopted should incorporate language acknowledging the right of govern- 
ments tu restrict freedom in the transport insurance field for balance-of-payments 
reasons, for the protection of infant insurance industries, and for other reasons, 
and opposed the adoption of the United States resolution on these grounds. 

The working party in its report recommended the adoption of the text of a rec- 
ommendation for elimination of restrictions in regard to transport insurance, 
which recommended that governments should avoid measures in regard to trans- 
port insurance which have a more restrictive effect on international trade than 
those they now apply, and should move as rapidly as circumstances permit to 
reduce any restrictive measures currently in force, with a view to their eventual 
elimination. The working party noted in its report, however, that some of its 
members had entered reservations to the report in the absence of instructions 
and that, since it appeared improbable that they would be able to withdraw their 
reservations in the course of the 10th session, these members proposed that a final 
decision on the recommendation be deferred to the 11th session. 

The contracting parties took note of the working party’s report and agreed to 
consider the text of the proposed recommendation at the 11th session. 


4. Matters relating to trade in primary commodities 


(a) Chairmanship of ICCICA.—The Interim Coordinating Committee for Inter- 
national Commodity Arrangements was established by resolution of the Economic 
and Social Council of the United Nations on March 28, 1947. The committee was 
to keep itself informed of, and to facilitate by appropriate means, intergovern- 
mental consultation or action with respect to commodity problems. The com- 
mittee has advised the Secretary General of the United Nations on specific prob- 
lems in the commodity field, prepared reports for the Economic and Social Coun- 
cil, and has been responsible for coordinating the work of various intergovern- 
mental commodity groups. 

An Economic and Social Council resolution of September 13, 1951, provided 
for the nomination of the Chairman of ICCICA by the contracting parties to the 
general agreement. (The other three members were to be as follows: One to be 
nominated by the Food and Agriculture Organization and to be chiefly concerned 
with agricultural primary commodities; one to be chiefly concerned with non- 
agricultural primary commodities; and one to have wide experience in the prob- 
lems of countries undergoing development whose economies are primarily de- 
pendent on the production and international marketing of primary commodities. 
All members are appointed by the Secretary General of the United Nations.) 

The period of office of Sir Edgar Cohen, of the United Kingdom, who was nomi- 
nated as Chairman by the contracting parties at their eighth session in 1953, 
Was due to expire during the 10th session. The name of Sir Edgar was again 
placed in nomination, along with that of Mr. O. P. Machado, of Brazil. Both 
nominations were ultimately withdrawn, however, in favor of Sir Claude Corea, 
of Ceylon, who received unanimous support. 

(b) Proposed agreement on commodity problems.—It had been decided at the 
ninth session not to add to the general-agreement provisions which would set 
forth rules and procedures for intergovernmental commodity agreements.” 
Rather, a working party was set up to study a separate international convention 
for dealing with commodity problems. The United States declined membership 
on the working party and indicated that it did not intend to participate in a 
commodity convention if one should be drawn up. 

Discussion of the report of the working party at the tenth session did not 
produce agreement. The United States maintained the position that addi- 
tional machinery in this field was neither necessary nor desirable, that the 
United States did not intend to participate in a commodity convention, and that 
if a convention were concluded it should be kept entirely separate from the 
general agreement and its administration. 

(c) Surplus disposal.—At the ninth session in March 1955, the contracting 
parties adopted a resolution recommending that any contracting party, when 
arranging the disposal of surplus agricultural products in world trade, should 





_ 7tAn intergovernmental commodity agreement is an agreement designed to regulate 
international trade in the commodity involved, usually involving regulation of prices of and 
establishment of quotas on exports and imports of the commodity. 
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undertake a procedure of consultation with the principal suppliers and other 
interested contracting parties with a view to achieving an orderly liquidation 
of the surplus and the avoidance of prejudice to the interests of other con- 
tracting parties. At the tenth session the contracting parties discussed the exper- 
ience to date under the resolution. 

The discussion emphasized that the disposal of surplus agricultural products 
and the consultation procedures relating thereto were matters of serious and 
continuing importance to many contracting parties. 

Of primary concern, due to their potential impact on the economies of others, 
were the policies of the United States in this respect. The representative of the 
United States gave a brief description of the various United States programs 
involving surplus disposal and of the consultative procedures applying to each 
of them. He concluded by expressing the view that the opportunity for dis- 
cussion and consultation provided in the present procedures offered the best 
avenue for improving the procedures themselves and safeguarding the interest 
of other exporting countries. 

A number of countries expressed the belief that the procedures followed 
to date had had some effect in reducing the disruption of international trade. 
Others expressed the view that consultations had not been as effective as they 
might have wished. Further, to these countries a principal cause of concern 
was their belief that the main impact of surplus disposals had not yet been 
felt. 


5. Discussion of restrictive business practices 


At the ninth session it had been proposed by some delegations that the con- 
tracting parties (or the Organization for Trade Cooperation, when established) 
should undertake to administer an international agreement dealing with re- 
strictive business practices. However, the report of the Economic and Social 
Council’s Ad Hoc Committee on Restrictive Business Practices, which recom- 
mended an international agreement in this field, was before the ECOSOC at 
that time. Further, the Secretary General of the United Nations had been 
asked by the Council to make a report and recommendations as to the organi- 
zation which could most appropriately implement the proposals of the Ad Hoc 
Committee. The Secretary General was to make his report in the light of views 
to be obtained from appropriate intergovernmental bodies after sufficient num- 
ber of governments had commented on the Ad Hoc Committee’s report. 

In view of these pending developments, the contracting parties agreed to 
postpone further discussion of the matter until the tenth session. Prior to the 
tenth session, the Economic and Social Council adopted a resolution, which was 
supported by the United States, in effect postponing fndefinitely further consid- 
eration of international arrangements in the field of restrictive business prac- 
tices. The Secretary General, in the absence of a sufficient number of com- 
ments from governments on the Ad Hoc Committee’s report, had not attempted 
to elicit the views of intergovernmental bodies. 

Hence, the question of whether the contracting parties should undertake the 
administration of a convention on restrictive business practices did not emerge, 
as had been expected, from the Economic and Social Council’s deliberations 
between the ninth and tenth sessions of the contracting parties. No substan- 
tive discussion of the subject occurred at the tenth session. It was decided to 
retain the item on the agenda for the eleventh session to give contracting parties 
more time for study of the results of the ECOSOC deliberations. 


6. Australian request for renegotiation 


The contracting parties considered and granted a request by Australia that it 
be permitted to enter into negotiations with interested contracting parties with 
a view to modifying the rate of duty on an item in its schedule of tariff con- 
cessions. 

Under the declaration of March 10, 1955, on the continued application of sched- 
ules, countries agree not to renegotiate such concessions before January 1, 
1958, unless in special circumstances they are authorized to do so by the 
contracting parties. 

In the rules which guide the contracting parties in granting such authori- 
zation, recognition is given to the special situation of countries depending in 
large measure on the export of a small number of primary commodities and 
relying on the tariff as an important aid for further diversification of their 


economies. Australia is one of the contracting parties which fall in this 
category. 











© 


l- 


we 


2 


ee ee ee 


- F's Cte Oe ta Fr €6CT 


CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 1223 


If such a country were permitted to renegotiate items only at the time all 
countries are permitted to do so (normally every 3 years), it might lead them 
at such times to negotiate increases in their tariffs which in the long run would 
prove unnecessary. To avoid that result, the contracting parties authorize 
such countries to enter into renegotiations unless they consider that to do so 
might result in, or contribute substantially toward, such an increase in tariff 
levels as to threaten the stability of the general agreement schedules or lead to 
undue disturbance of international trade. 

In such renegotiations, the party modifying or withdrawing a concession must 
reach agreement with the country or countries to which the concession was 
originally given and any other country having a principal supplying interest 
in the product, attempting by the grant of compensatory concessions to maintain 
a level of concessions not less favorable to trade than that existing prior to 
the renegotiations. The United States has no trade interest in the item involved 
and hence will not take part in the negotiations. 

In accordance with established tariff negotiating procedure, the description 
of the product involved and details of the proposed modification were not to be 
made public pending completion of the negotiations. 


7%. Nicaragua-El Salwador free-trade area 


The contracting parties in 1951 took note of the free-trade treaty concluded 
in that year between Nicaragua and El Salvador and decided that Nicaragua was 
entitled to claim the benefits of the provisions of the agreement relating to 
free-trade areas.” These provisions permit the elimination of duties and other 
restrictive regulations between two or more countries without requiring (under 
the most-favored-nation provision) that such treatment be extended to all 
contracting parties, provided that such duties and restrictions are removed on 
substantially all trade between the constituent territories, and that the duties 
and other restrictions on trade with countries outside the free-trade area are not 
higher or more restrictive than those existing prior to the formation of the 
free-trade area. 

Under the decision, Nicaragua is required to report to the contracting parties 
each year on the use of quantitative restrictions or prohibitions on trade between 
Nicaragua and El Salvador in products covered by the treaty and on changes 
made in the list of products covered by the treaty, and to provide such additional 
information as would be helpful to the contracting parties. 

The contracting parties received and took note of Nicaragua’s fourth annual 
report at the 10th session. While no products had been added to the list covered 
by the treaty, it appeared that the list met the requirement that duties be 
eliminated on substantially all the trade between the constituent territories. 
Seasonal quantitative restrictions had been imposed on maize and beans, as had 
been the case in each previous year since the treaty entered into force. In 
response to a request made by the contracting parties at the ninth session, 
Nicaragua’s fourth annual report contained fuller information with respect 
to trade between the two parties which was not covered by the treaty. 


G. MATTERS RELATING TO THE ADMINISTRATION OF THE AGREEMENT AND OF THE 
SESSIONS OF THE CONTRACTING PARTIES 


1. Hlection of chairman and vice chairmen 


The initial decision of the contracting parties at the 10th session was the 
reelection of Mr. L. Dana Wilgress as Chairman. Mr. Fernando Garcia Oldini, 
of Chile, was reelected First Vice Chairman, and Mr. Paul Koht, of Norway, 
was chosen as Second Vice Chairman to replace Mr. Gunnar Seidenfaden, of 
Denmark, who was no longer available to serve the contracting parties. 


2. Adoption of agenda and order of business 


Immediately after having elected the Chairman and Vice Chairmen, the 
contracting parties adopted the agenda which the Intersessional Committee had 
recommended. The Intersessional Committee had recommended dates on which 
the contracting parties should take up agenda items of particular importance 
(especially those likely to require the establishment of working parties), and 
this recommend order of business was also adopted. Other agenda items were 
taken up at the convenience of the contracting parties. 





3 Art. XXIV, 
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8. Possible use of panels of experts in certain cases in place of working parties 


Fhe normal procedure followed by the contracting parties in considering 
problems which are too complex to be disposed of directly in plenary meetings 
of the contracting parties has been (1) initial consideration of the problem in 
plenary followed by appointment of and establishment of terms of reference for 
a working party; (2) detailed consideration of the problem by the working party 
and submission of a report on the problem to the contracting parties; and (3) 
consideration and adoption of the working party report in plenary session. 

The working party consists of representatives of a number of countries, which 
number may vary according to the importance of the problem or the interests 
involved. A country which is a member of a working party is free to appoint 
any individual in its delegation as its representative on the working party, and 
to appoint a different representative at any time. All members of the working 
party enjoy equal status. Reports of working parties normally are adopted by 
unanimous agreement; however, reports may be adopted with minority views 
stated. 

A somewhat different procedure was used at the seventh, eights, and ninth 
sessions for handling certain complaints involving difficult technical problems. 
Instead of the usual working party, a “panel’’ was established to handle these 
eases. This “panel” differed from the usual working party in that individuals 
were named to it rather than countries. Proponents of the panel on complaints 
(as it has come to be known) claim that, in addition to requiring more continuity 
of membership than is required in the case of a working party, the selection of 
members can be based on individual professional qualification rather than on 
nationality, and that the panel is more likely to present an objective report to 
the contracting parties than a working party would be, since parties involved 
in the complaint would invariably be represented on the latter. 

At the ninth session the Danish delegation had suggested the appointment 
of panels similar to the panel on complaints to assist in carrying out consulta- 
tions under the balance-of-payments provisions of the general agreement and in 
the consideration of other matters in connection with which regular reports 
come to the contracting parties for examination. The suggestion was not 
extensively considered during the ninth session, and the Executive Secretary was 
invited to consider the problem and, if possible, to put forward concrete pro- 
posals for consideration at the 10th session. 

At the September meeting of the Intersessional Committee, it was evident 
that most countries represented on the committee were satisfied with the working 
party technique. The Executive Secretary accordingly suggested to the 10th 
session that the use of panels be limited to cases where the contracting parties 
eonsidered that it would be more likely to give useful results than the working 
party procedures. 

Consideration of this suggestion resulted in the conclusion that the contracting 
parties did not favor any radical changes in their procedures. In addition to 
the fact that there was no serious dissatisfaction with existing procedures and 
hence no compulsion to change them, some delegations took the position that 
while the views of experts were needed on legal and technical problems, on 
the broader economic problems with which the contracting parties normally 
were faced the views of governments were needed. 

There was no opposition to establishment, if necessary, of a panel on complaints 
at the 10th session, but there was not agreement on extending the panel pro- 
cedure to other matters at the present time. It was recognized that any con- 
tracting party might propose the use of the panel procedure in special circum- 
stances, each suggestion to be considered on its own merits. 

As it developed, it did not prove necessary to establish a panel on complaints, 
and no panels were established during the 10th session. 


4. Statutes of the agreement and protocols 


In accordance with usual practice, the status of the various instruments 
currently before the governments of contracting parties for acceptance was 
noted. The status of the following instruments was reported. 

(a) “Resolution of March 7, 1955, expressing unanimous agreement of the con- 
tracting parties to the attaching of a reservation on acceptance pursuant to ar- 
ticle XXVI.”’—At the present time the instruments whereby countries agree 
“provisionally” to apply the general agreement permit them to continue to apply, 
without conflict with the general agreement, mandatory legislation in existence 
on the date of the instrument (October 30, 1947, for the United States) even 
though such legislation is inconsistent with part II of the general agreement, 
which includes most of the trade rules. 
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However, if the general agreement were to enter into force definitively (pur- 
suant to article XX VI) without some special action being taken, countries would 
have to modify such inconsistent legislation or be in violation of the general 
agreement. 

The resolution under consideration, if accepted unanimously by all contracting 
parties, would permit the general agreement to be applied definitively without 
changing the situation with respect to inconsistent legislation. The United 
States, for example, could under the resolution accept the general agreement 
definitively with a reservation for inconsistent legislation in force as of October 
30, 1947. 

The resolution has at present been accepted formally by all but one of the 
contracting parties. If the reselution is not accepted unanimously, the United 
States does not intend to accept the general agreement “definitively.” In that 
event the general agreement cannot enter into force “definitively” since before it 
can do so it must be accepted by countries the aggregate foreign trade of which 
equals at least 85 percent of the aggregate foreign trade of all contracting 
parties. The United States accounts for over 20 percent of such trade, giving 
the United States an effective veto. 

(>) Protocols of amendment drawn up at the ninth session.—It was agreed 
that the closing date for signature of these instruments, which emerged from 
the review of the agreement held in 1954-55, should be reestablished as the end 
of the second week following the opening of the 11th session. (The closing date 
had originally been set at November 15, 1955.) 

None of these amendments have as yet entered into force. Certain of them 
require unanimous acceptance, while others will enter into force for those 
accepting upon acceptance by two-thirds of the contracting parties. Other 
amendments, of an organizational nature, contain the additional requirement 
that the amendments cannot enter into force unless the agreement on the Organi- 
zation for the Trade Cooperation has previously entered into force. 

(c) Agreement on the Organization for Trade Cooperation.—This agreement 
provides for the establishment of an Organization for Trade Cooperation (OTC), 
the principal function of which would be to administer the general agreement. 
It will enter into force upon acceptance by countries accounting for 85 percent 
of the total trade of all contracting parties based on 1949-53 averages. 

It was agreed that the status of this agreement as well as of the protocols of 
amendment should be reviewed at the 11th session. 

(d) Protocols providing for rectifications and modifications of the agree- 
ment.—There were four of these protocols still requiring additional signatures 
before they can enter into force. Their purpose is simply to correct errors or 
make nonsubstantive changes in the schedules of tariff concessions, or to change 
the schedules of tariff concessions so as to record modifications previously made 
effective under procedures of the agreement. 

(e) “Declaration on continued application of schedules.’-—By accepting this 
declaration countries agree not to renegotiate their tariff concessions in the 
general agreement at any time before January 1, 1958, except when it is agreed 
by the contracting parties that special circumstances exist. Twenty-six coun- 
tries had accepted the declaration. Six others had agreed unilaterally to be 
bound by its terms without actually having accepted it.” 


5. Technical matters related to schedules of tariff concessions 


(a) Preparation of the fifth protocol of rectifications and modifications.— 
During the year or so prior to the 10th session the schedules of tariff concessions 
of several of the contracting parties had been modified pursuant to renegotia- 
tions under article XXVIII of the general agreement or pursuant to some other 
procedure of tariff adjustment under the agreement. Some countries also de- 
sired to make rectifications (i. e., nonsubstantive modifications) in their sched- 
ules, such as the correction of errors or bringing the numbering of the schedule 
into accord with changed numbering of their tariff. With three major excep- 
tions,* the modifications and rectifications of schedules which were proposed 
at the session were, following their adjustment through bilateral consultation, 
incorporated into the fifth protocol of rectifications and modifications. 

The protocol was signed on behalf of the United States. 

(b) Plans for new consolidated schedules.—In 1952, following three major 
tariff negotiating conferences and several protocols of rectifications and modifi- 





3 Greece signed the declaration subsequent to the end of the 10th session. 

* Ceylon, Finland, and the Federation of Rhodesia and Nyasaland. A number of techni- 
cal problems arose in respect to the proposed changes in the schedules of these countries 
which could not be satisfactorily resolved within the time available. 
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cations, the contracting parties published a set of volumes containing for each 
contracting party a consolidation ™ of all of its tariff concessions. A timetable 
was prepared for the several steps needed for the completion of a uew set of 
consolidated schedules following the 1956 tariff negotiations. This timetable 
took account of the fact that some countries are considering the desirability 
of rewriting their tariffs in standard nomenclature within the next year or two. 


6. Registration of instruments : 


The contracting parties at the ninth session directed that the instruments 
drawn up by them at that session be deposited with the Executive Secretary to 
the contracting parties, rather than with the Secretary-General of the United 
Nations as had been done previous to that time. It was further directed that 
such instruments were to be registered with the United Nations in accordance 
with the provisions of article 102 of the United Nations Charter. However, in- 
asmuch as the registration clause in the various instruments did not specifically 
authorize the Executive Secretary to register such instruments on behalf of the 
contracting parties, the Secretary-General of the United Nations had stated that 
the regulations applicable to registration under article 102 of the United Nations 
Charter were not fulfilled. 

To remedy this situation, the contracting parties adopted a resolution at the 
10th session authorizing the Executive Secretary to register on their behalf with 
the United Nations any instrument which has been or may be drawn up by them 
and deposited with the Executive Secretary. 


7. Financial statement and budget 


(a) Budgetary matters.—The contracting parties considered and approved 
the audit of the 1954 accounts and the report by the Executive Secretary on the 
financing of the 1955 budget. They also considered the estimates for expendi- 
ture and adopted a budget for 1956. 

The budget for 1956 calls for expenditure of $448,000. The share of the United 
States for 1956 is $65,000. 

No change was made in the basic scale of contributions, which is based roughly 
on the shares which the various countries had in the total trade conducted by 
all of them in the years 1938 and 1946. However, at the instance of certain 
countries which feel that the present scale was inequitable because of changes 
in world trade shares since the base period, the question of revising the scale 
of contributions will be on the agenda of the 11th session. 

(b) Inservice training program.—The contracting parties approved on an ex- 
perimental basis for 1956 an in-service training program for young officials of 
governments of contracting parties. The program will be financed by fellowships 
granted by the United Nations Technical Assistance Administration. The pro- 
gram will enable these young officials to familiarize themselves, by actually help- 
ing to service the work of the contracting parties. 

(c) Affiliation of the staff with the United Nations joint staff pension fund.— 
The contracting parties at the 10th session instructed the Executive Secretary 
to resume discussions with the United Nations Pension Board with a view to an 
early admission of his staff into the United Nations joint staff pension fund. 

It had been decided at the 8th session in 1953 that it would be desirable for 
the staff to be affiliated with the United Nations Fund. Certain technical com- 
plications which appeared possible in connection with the anticipated transfer 
of the organizational functions of the general agreement to the proposed Organ- 
ization for Trade Cooperation had delayed the process of affiliation. It was 
decided at the 10th session that these possible complications were not of such a 


nature as to outweigh the advantages to be gained by affiliation at the earliest 
possible date. 


8. Intersessional administration of the agreement 


The contracting parties took note of the report of the Intersessional Committee 
on action between the 9th and 10th sessions and approved the renewal of the 
intersessional arrangements agreed upon at the 9th session. The following 


* This consolidation was prepared for convenience only. It is not to be regarded as an 


authentic text for the purpose of establishing the official status of international tariff 
obligations. 
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17 countries were elected by the contracting parties to serve on the Intersessional 
Committee ; 


Australia Indonesia 

Austria Italy 

Brazil Kingdom of the Netherlands 
Canada Norway 

Chile Pakistan 

Cuba Union of South Africa 
France United Kingdom 

Federal Republic of Germany United States 

India 


9. Date of the 11th session 
It was agreed that the 11th session should convene at Geneva on October 11, 
1956. 


Mr. Harrison. Mr. David W. Kendall, Assistant Secretary of the 
Treasury, is our next witness. 

Mr. Kendall, we are happy to have you and the members of your 
staff here. We would be grateful if you would identify them for 
the record and proceed in your own way. 


STATEMENT OF DAVID W. KENDALL, ASSISTANT SECRETARY, 
DEPARTMENT OF THE TREASURY ; ACCOMPANIED BY CHARLES R. 
McNEILL, ASSISTANT GENERAL COUNSEL; JAMES P. HENDRICK, 
ASSISTANT TO THE SECRETARY; THEO AUDETT, ASSISTANT 
DEPUTY COMMISSIONER, BUREAU OF CUSTOMS; W. E. HIGMAN, 
CHIEF, CLASSIFICATION AND DRAWBACK DIVISION, BUREAU OF 
CUSTOMS; AND ARNOLD WEISS, OFFICE OF THE GENERAL 
COUNSEL, DEPARTMENT OF THE TREASURY 


Mr. Kenpauu. Sitting on my left is Mr. Charles McNeill, Assistant 
General Counsel of the Treasury Department. On my right is Mr. 
James Hendrick, Assistant to the Secretary. 

Then anticipating, as your letter suggested, some rather technical 
questions, I have with me Mr. Theo Audett, Deputy Commissioner 
of the Bureau of Customs; and Mr. W. E. Higman, Chief of the 
Classification and Drawback Section of the Bureau of Customs; and 
Mr. Arnold Weiss, of the Office of General Counsel. 

Mr. Chairman and gentlemen of the committee and stati, I am 
pleased to visit with you today and talk about Treasury’s adminis- 
tration of its res onailiilities in the international trade field. As you 
are well aware, Treasury is primarily concerned with the adminis- 
tration of the customs laws. We have appeared before the Ways and 
Means Committee periodically in recent years in connection with cus- 
toms simplification, and with your good help we have made fine prog- 
ress in this field, Because of these frequent appearances on customs 
simplification, I feel that you are well acquainted with our work 
in the customs field and that you would not wish me to discuss this 
particular broad subject in detail today. 

There are, however, two areas which I would imagine, particularly 
after reading some excerpts from and some statements of the people 
who have been before you, are of special interest to the subcommittee 
in view of some of the statements made by preceding witnesses. They 
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relate to the administration of the Antidumping Act and the counter- 
vailing duty law. Under both of these laws, the Treasury has certain 
responsibilities, the procedures of which I can now discuss with you, 
if that is your desire. 

Let us first examine the procedures developed by the Treasury to 
discharge its responsibility under the Antidumpting Act of 1921. 
This is a rather complicated statute, but in simple terms it provides 
that dumping duties are to be assessed when two things have hap- 
pened: (1) When foreign merchandise is sold in the United States 
market at less than “fair value” and (2) an industry in the United 
States is, or is likely to be, injured. We have developed certain pro- 
cedures on how to handle these dumping cases, which are set forth 
in our customs regulations and which, I note, have been reproduced 
in the very fine booklet prepared by the subcommittee staff. Typically, 
this is what happens when we receive a complaint from an American 
industry, or when a customs officer ae to the attention of the Com- 
missioner of Customs his suspicions that dumping is taking place: 

The Commissioner of Customs screens the preliminary information 
submitted as to the specific items involved. When an inquiry as to 
dumping appears justified and is begun, the importer is immediately 
notified. At this time appraisement is suspended. Now this does 
not mean that the goods are kept from entry—it simply means that no 
final calculation of the duties is made. This is postponed until a later 
time. If the initial inquiry develops sufficient facts to justify the 
suspicion that the merchandise is being sold at a dumping price, then 
notice is given to the importer that a suspicion of dumping exists and 
the collector of customs may, if they are not satisfied that the bond 
under which the entry was filed is sufficient, require an additional 
amount to cover the dumping duties which may in the future be 
imposed. Ordinarily we give public notice at this point, in addition 
to advising the importer. 

We then proceed to determine whether there have been sales at 
less than fair value, as defined in the regulations. This is done as 
follows: First of all, we calculate the prices for sales in the home 
market in approximately the same amounts and at approximately the 
same time and compare these with the sales in the United States 
market. By “home market,” of course, I mean the home market of the 
foreigner. Should this test not suffice, then and then only we check 
the sales in third country market areas. Failing this, we may consider 
the sales by other producers of the same commodity both in the home 
and third country markets. If adequate information is not avail- 
able under any of these criteria, then the fair value is based on the 
cost of production as that term is defined in the law. 

Should we in fact determine that there have been sales in the 
United States market at less than fair value, then, pursuant to a 1954 
amendment to the Antidumping Act, the case is forwarded to the 
Tariff Commission, which makes a desermination of whether or not 
there is injury. 

Our primary problem in this particular field is to find whether or 
not there have been sales at less than fair value and then, if the 
Tariff Commission finds injury, it is our responsibility to impose and 
collect the duty. Currently we are assessing dumping duties on two 
commodities : Swedish hardboard and British cast-iron soil pipe. 
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Our administration of the countervailing duty law is, to some ex- 
tent, similar to our investigations under the Antidumping Act. How- 
ever, in the countervailing duty no question of injury is involved and 
only a determination has to be made whether or not a bounty or grant 
has been bestowed upon the export. In this, as well as in most other 
matters, the procedures are outlined in detail in our customs regula- 
tions. Countervailing duty cases arise in the same manner as dumping 
cases, either by complaint from an American industry or a report by 
a customs officer. Each case is considered by the Commissioner of 
Customs when he has received from the complainant or customs officer 
a full statement of the reasons for believing that a bounty or grant 
has been paid or bestowed. An investigation in then conducted by 
the Bureau of Customs, during which time any representations offered 
by either foreign or domestic persons who are interested are con- 
sidered and if, in fact, it is found that a grant or bounty has been 
bestowed, then the countervailing duty, to the extent of the grant or 
bounty is imposed. Currently we have outstanding countervailing 
duty orders covering various articles from seven countries, and if you 
wish I will be glad to insert a description of them into the record. 

A few words as to the impact of the Customs Simplification Act of 
1956 on the Antidumping Act. 

This law directs us to report to Congress by February 2, 1957, 
6 months after the President signed H. R. 6040, on amendments to 
the Antidumping Act which we may consider desirable or necessary. 
Our draft report is not yet in sufficiently solid shape for me to testify 
on it. However, here is an example of the type of problem with 
which we are concerned : 

An amendment which perhaps should be considered is a change 
in the Antidumping Act which would bring the benchmark for meas- 
uring dumping duties more nearly into line with the definition of 
fair value. Fair value is the benchmark for determinations of dump- 
ing when there is also injury. A year and a half ago we amended 
by regulation our definition of fair value to insure that it would ordi- 
narily be based on the price merchandise sells for in the country of 
export for home consumption. This is not necessarily true as to the 
benchmark for assessing dumping duties—foreign market value— 
because of restrictions on home-consumption sales typically imposed 
by foreign cartels. It may be that we should have a similar amend- 
ment here as to foreign market value, possibly accomplished by using 
language similar to that contained in the Customs Simplification Act 
of 1956. This would require legislation. 

Definitions of value in connection with the Antidumping Act can- 
not be simple. They necessarily involve technicalities which are not 
always easily understood and inevitably on occasion have caused con- 
fusion among those not intimately concerned with the law’s opera- 
tion. Understandable confusion, I might say. For example, one of 
the witnesses testifying before-your subcommittee indicated that our 
customs regulations ordinarily base fair value on third-country prices 
rather than home-consumption price in the country of export. In fact, 
the exact reverse is true. 

A point made by opponents of the Customs Simplification Act of 
1956 was that the doing away with foreign value as a measure for 
ad valorem duties would interfere with effective administration of the 
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Antidumping Act. This criticism was met, apparently to the satis- 
faction of the Ways and Means Committee as well as of the Congress, 
by our assurance that we would continue to require invoice informa- 
tion designed to facilitate spotting dumping cases so that the protec- 
tion granted under the law would be at least as great in the future 
as in the past. A revised invoice form is being drafted, to be put out 
when the new valuation procedure becomes effective. It may be noted 
that our Treasury representatives overseas, relieved of a large part 
of the responsibility for ordinary value investigations, will have that 
much more time available to concentrate on dumping investigations. 

In testimony before your subcommittee complaint has been made 
that we do not grant hearings in dumping cases. 

The fact is that we have given everyone who asked to be heard the 
right to be heard in every dumping case. We have not given formal 
hearings, but we have almost never been asked for them in snecific 
cases which were actually pending. If both sides want to appear at 
the same time, we are willing to have them so appear. If they both 
want a public rather than a private hearing, we would ordinarily be 
willing to have it public. The same is true in regard to countervail- 
ing duty cases. 

ow, Mr. Chairman, I have tried to outline for you today the 
Treasury procedures in both antidumping and countervailing duty 
cases and to answer some of the questions raised by previous witnesses. 
The Treasury Department, of course, in its overall responsibilities has 
additional interests in this field, but I wanted to indicate to you our 
procedures in the area in which we are primarily responsible. 

I will be glad to answer—or try to answer—any questions that you 
may have, Mr. Harrison. 

Mr. Harrison. I want to certainly thank you, Mr. Secretary, for 
having read the evidence and having come up with recommendations 
as requested. Members of the staff would like to ask you a few 
questions. 

Mr. Kenna. All right, sir. 

Mr. E. Martin. Mr. Kendall, at the top of page 4 of your state- 
ment, you refer to the revised invoice form. Could that be made 
available for inclusion in our record of this hearing ? 

Mr. Kenpatx. I do not know whether it is ready yet, Mr. Martin, 
but just as soon as it is, it is certainly going to be available. 

Let me ask some of my colleagues if that revised form is ready 
yet. It is my understanding that it is in the process of preparation 
and that there is not as yet any final draft. 

As soon as it is ready we will make it available, sir. 

Mr. E. Martin. Could it be furnished by the 15th of October? 

Mr. Kenpatu. It is not going to go into effect actually until the 
list of commodities which would be reduced in value by 5 percent 
or more is formulated. That is the list required by section 6 of Public 
nd 927. So, I do not see how it would be done by that time, Mr. 

artin. 


Mr. McNeill reminds me that we have been asked to have hearings 
on it as well. 


Mr. E. Martin. And you have decided pursuant to that request to 
have hearings? 

Mr. McNett. So far as we are concerned right now, we are planning 
to make the new form available to the trade and solicit their views. 
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Mr. E. Martin. In your dumping procedure, you say the importer 
is immediatel notified when you decide that an inquiry is warranted. 

How long has that procedure been in effect? Let me preface this 
to avoid any suspicion of mousetrapping: 

Not very long ago an importer told me that the customs examiner 
had asked a lot of information about certain transactions which he 
had given to him, since he was afraid to do otherwise, but he did 
not have the slightest idea of the reason for the request. I inquired 
into it for him, and learned—in fact, there was an antidumping case 
going on and had been going on for several weeks which the examiner 
had not mentioned—and I wonder how long this procedure has been 
in force of notifying them ? 

Mr. Kenpatu. Since either February or March of this year. 

Mr. E. Martin. And likewise, you say that you give public notice. 
How long has that procedure been in force ? 

Mr. Kenpatu. Public notice is given when we formally withhold 
appraisement. 

Mr. E. Martin. Well, that is a long time after the application for 
a dumping investigation is made; is it not ? 

Mr. Kenvatt. That is right; we do advise the importer immediately 
that we have a suspicion and have gone to work on it. 

Mr. E. Martin. Have you regularized these procedures by putting 
them into the Federal Register—these procedures for notice? 

Mr. Kenna. No; we have not. 

Mr. E. Martin. Mr. Kendall, I am not sure whether you were here, 
but for about 40 minutes this afternoon I asked Mr. Corse a half- 
dozen questions in regard to these matters. 

Mr. Kenpatu. I was here through some of them. 

Mr. E. Martin. I asked him some questions of a general nature, and 
I will be happy to go over each of them with you, but I wonder if you 
would care to say that you agree or disagree with the answers that he 
gave, and perhaps we could incorporate your answers by reference or 
otherwise, or we will go over each of the questions. 

Mr. Harrison. I do not think it is fair to ask him to agree or dis- 
agree on 40 minutes of questioning. I think we had better give him an 
indication of what you want. 

Mr. E. Martin. Do you thing the escape-clause legislation as pres- 
ently worded is appropriate ? 

Mr. Kenpauu. Well, this is a little out of my field, but as far as we 
can see, or as far as I have been able to observe, it works, although I 
recognize that there has been criticism. 

I think before answering this question further that I should con- 
sult with others more intimately concerned with it before giving a 
specific answer to that question, Mr. Martin. 

Mr. E. Marrtin. Would it be feasible to reduce the time within which 
the President must act following Tariff Commission reports in escape- 
clause proceedings from 60 to 30 days? 

Mr. Kenpauu. I think that the President’s Office should answer 
that question. 

Mr. E. Martin. Should the President have authority to review 
Tariff Commission findings of injury? I am not asking for an in- 
terpretation of the present laws. We understand the President exer- 
cises that authority, but we are asking you whether that is right, and 
whether we should change the law. 
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Mr. Kenpauu. Should the President have authority to review them? 

Mr. E. Marttin. Yes, sir. 

Mr. Kenpatt. As I recall it, Secretary Humphrey testified before 
the Senate Finance Committee during the H. R. 1 hearings, and he said 
that such a review was necessary and desirable in view of the Presi- 
oe broad, overall responsibility in national and international 
affairs. 

Mr. E. Martin. Should the Tariff Commission consider and report 
on all features of the situation in escape-clause proceedings including 
those outside the scope of its present instraction? 

Mr. Kenvatu. I would think that the Tariff Commission would 
be more able to make a better finding in a more narrow range peculiarly 
within their own jurisdiction, but I would not want to answer that 
question any further. There are so many aspects that are away out- 
side the Treasury field in that connection, Mr. Martin. 

Mr. E. Martin. Well, is not the Treasury a full-fledged member of 
the Trade Agreements Committee like the State Department, and en- 
titled to as much weight, et cetera, et cetera ? 

Mr. Kenpatu. Yes, sir. 

Mr. E. Martin. In theory, at least? 

Mr. Kenpatu. And practice. 

Mr. E. Martin. The present law limits the President’s authority 
to give increased tariff protection under the escape clause to increases 
in the tariff 50 percent above the rates back in 1945. 

That is a considerable limitation from the authority in the original 
Trade Agreements Act, and in some cases the Tariff Commission has 
been impelled to recommend quotas on imports because they could not 
recommend a high enough tariff to protect the American industry. 

Do you think that that limitation of authority to increase tariffs 
might induce the use of quotas in the United States? 

fr. Kenpauu. That is difficult for me to say; it might, I suppose, 
and I know that there are those who think that it does, but I would 
not want to venture a firm judgment on it. 

Mr. E. Martin. Does your Department advise the President on the 
actions to be taken in response to a Tariff Commission escape-clause 
recommendation ? 

Mr. Kenna. Yes, sir. 

Mr. E. Martrn. You advise him on the question of whether you 
think the case of injury has been sufficiently sustained as found by 
the Commission ? 

Mr. Kenpatu. We advise on all the data at hand, reflecting our 
general views and our judgment. Of course, you know that the advice 
which is given is the advice which is given by the Secretary to the 
President. 

Mr. E. Marttn. So, in your advice to the President you do not feel 
restricted to any particular aspect of the matter but you feel at liberty 
to take in anything including whether there is injury to the American 
industry ? 

Mr. Kenpatu. Yes, sir. 

Mr. E. Marriy. But you have some doubt whether it is competent 
for the Tariff Commission to advise the President on anything except a 
straight injury question ? 
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Mr. Kenpatu. I think they are more competent in their own field, 
and I would not want to be rendering judgment on the operations of 
the Tariff Commission. 

Mr. E. Martin. You think we should have, wherever it is prac- 
ticable, the same kind of procedures regarding notices, hearings, re- 
ports and general accountability in all of our various administrative 
tariff protection proceedings? 

I include there the Antidumping Act, section 303, the escape clause 
and, you know, the general type of thing. 

Mr. Kenpauu. Yes; 1 would think that where it was practicable that 
perhaps uniformity would be desirable. I think, however, in our own 
experience with antidumping and with section 303, the countervailing 
duty, that they are so different from other investigations and so differ- 
ent from other procedures—as you know, Mr. Martin, we do a great 
deal of investigating overseas in connection with those particular mat- 
ters—and I do not think that you can have any hard and fast rule of 
uniformity for that reason. 

Mr. E. Martin. But you have found it possible and desirable to give 
a a notice of the pendency of antidumping investigations; is that 
right 

. Kenna. Oh, yes; we think that is infinitely fair. 

Mr. E. Martin. Do you follow the same procedure in countervailing 
duty cases? 

Mr. Kenpatu. It has not been formalized, and there has not been a 
countervailing duty case to arise since we decided to do it in the anti- 
dumping field, but I do not know why it should not be done. 


Mr. E. Martin. That is cutting the dates pretty close, is it not, Mr. 
Hendrick ? 


Mr. Henpricx. The dates? 

Mr. E. Martin. No countervailing duty case has come up since you 
decided to give the public notice on antidumping cases? 

Mr. Henopricx. No countervailing duty order has been issued. 

Mr. E. Martin. That was not the testimony. The testimony was 
that there was no countervailing duty case. 

Mr. Krenpauu. May I supplement this information after I have 
looked at our records? 

(The following information was submitted subsequently :) 

I find that there have been no cases arising on complaint of American industry 
since we decided to give public notice on antidumping cases. There were a few 
cases which arose on reports of customs offices ; as to these, notice was not given. 

Mr. E. Martin. Do you give notice of the filing of an application 
for investigation under either the Antidumping or the Countervailing 
Duty Act? 

Mr. Henoricr. No; we do not. 

Mr. E. Martin. Would not such a procedure be feasible? Before 
you answer that, Mr. Secretary, let me remind you that it should be 
especially important in the antidumping case, and of less importance 
in the countervailing duty case, because in the antidumping case the 
law permits the assessment of retroactive antidumping duties back 
to a period of 120 days before that application is filed, and the filing 
of that application is a very significant event. 

83979—56—pt. 244 
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You say you give notice to the importer and sometimes you give 
later on a public notice when it is sag: for you to do so. 

Why would it not be desirable to have a public notice of the applica- 
tion ¢ 

Mr. Kenpatu. The trouble with it is that we have a lot of—there are 
as there always is in the law business quite a few cases which are 
brought to our attention which preliminary investigation indicates— 
and these cases are quite a lot in number, Mr. Martin—are frivolous 
and nothing results from them, and we feel, or have felt up to now— 
of course, we are reviewing the whole thing at the moment—but we 
have felt up to now that it would be a mistake to get people upset and 
excited when something was not going to happen. 

Mr. E. Martin. Do you not think the filing of frivolous cases should 
be discouraged ? 

Mr. Kenpauu. It is discouraged as much as we can do it. 

Mr. E. Martin. Do you not think the fact that the knowledge the 
case is going to get publicity might discourage the filing of frivo- 
lous cases? Would not the act of publication discourage them if it is 
frivolous? 

Mr. Kenna. I do not know. I do not want to argue the point 
but I am afraid it would not. I am of the opinion that the inter- 
ference with imports which results from notice of the pendency 
of a dumping case would be of such benefit to the complainant that 
the filing of frivolous complaints would be encouraged. 

Mr. Harrison. Mr. Secretary, do you think that it would probably 
be better to have these questions submitted and have the Department 
consider them and possibly take them up through the interdepart- 
mental machinery and have answers to them put into the record 
later ? 

Mr. Kenpauu. Fine. 

Mr. Harrison. You think that would be better than to try and 
answer them and go over them here in this fashion ? 

Mr. Kenna. Yes, sir. One on the troubles with the antidumping 
thing at this time is that we are now in the middle of reviewing the 
entire antidumping procedure and the facts as they come out of the 
hearings, leading toward coming up to you with a suggested piece of 
legislation. 

Mr. Harrison. Suppose we do it that way. Just have these ques- 
tions submitted and have the Department, after doing whatever may 
be necessary in consideration of them, file the answers to them. 

Mr. Kenpaty. On some of the answers we will pretty nearly have 
to wait for a definitive answer until February, I suppose, but we would 
be happy to do the best we can. 

Mr. Harrison. Sir? 

Mr. Kenpauty. We would have to await the formalization of our 
report to Congress in February as far as definitive answer is con- 
cerned, but we can clearly indicate that. 

Mr. Harrison, the point about the date is that February 2 is when 
we have to come up with our suggestions and recommendations for 
an amendment to the Antidumping Act. 

Mr. Harrison. We would be grateful if you could give us some 
answers to these questions by the 15th of October, because that is when 
the tenure of this committee’s responsibility expires or, rather, before 
the first of the year. 
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Mr. Kenpaux. Insofar as we can possibly answer them timewise we 
will get the answers to you by the 15th of October. 
Mr. Harrison. Thank you very much. 


Mr. Martin, suppose you submit your questions to Mr. Kendall and, 
Mr. Morrison, suppose you do likewise unless you have something else 
to ask. 

(The questions and answers referred to follow :) 


TREASURY DEPARTMENT, 


Washington, October 12, 1956. 
Mr. Leo H. Irwin, 


Clerk, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 
Dear Leo: Enclosed are answers to the questions sent me the Ist of this 
month to complete my testimony of September 28. 
I hope these will prove satisfactory. 
Sincerely yours, 


Davip W. KENDALL, 
Assistant Secretary of the Treasury. 


1. Question. Can you supply the committee with a general statement of the 
considerations pertaining to determination of whether currency regulations or 
practices result in a subsidy or bounty under section 303 of the Tariff Act? 

Answer. This question can perhaps best be answered by quoting testimony of 
Mr. Frank Southard, special assistant to the Secretary of the Treasury, before 
the Senate Finance Committee on April 22, 1952. 

Mr. Southard says (hearings, p. 23): 

“Multiple rates of exchange are utilized for various reasons. They provide a 
means of partial devaluation from an overvalued rate of exchange. In many 
countries they provide a convenient and efficient means of collecting revenue from 
important sectors of the economy. In others they are an important means of 
countering inflation. In many foreign countries we can point to concrete examples 
of the use of multiple rates of exchange for the purpose of achieving one or more 
of these results.” 

This point is further elaborated as follows (p. 22) : 

“* * * countries often find it difficult or impracticable to levy income or other 
adequate taxes upon important segments of their economies. In these circum- 
stances these countries often find it much easier to collect revenue through their 
central banks and exchange authorities than through their internal-revenue 
departments. While we may wish that such circumstances did not exist we 
must recognize that they do exist in many countries. We must recognize also 
that multiple rates of exchange may provide a very effective instrument of 
taxation in countries with relatively undeveloped tax systems. The process is 
quite simple. A country whose currency is overvalued may devalue its rate of 
exchange for certain export commodities, but retain the old rate on those com- 
modities which it desires to tax. This means that exporters of commodities on 
which the burden is placed receive fewer units of local currency of every pound 
or ton exported than they would receive if they were permitted to operate at 
the newer and more realistic rate of exchange. Since the Government pays out 
a smaller amount of money to these producers than it would otherwise, it is able 
to provide a very important source of revenue for the National Treasury. This 
can also be an effective means of controlling the inflationary effects of large 
earnings in a few export industries at a time when other export industries are 
not booming.” 

Mr. Southard recognizes that a multiple exchange rate can be bounty or grant. 
He says (p. 23) : 

“This is not to say that multiple rates of exchange may not be used in order 
to bestow bounties or grants. As I have indicated earlier, the Treasury has 
always felt that it is possible for a foreign country to utilize a multiple exchange 
rate system in order to bestow such bounties or grants. For example, a country 
whose prevailing export rate of exchange fairly reflects its internal costs and 
degree of efficiency could institute a more favorable rate for the specific and 
express purpose of giving one of its export commodities an unfair competitive 
advantage in entering the markets of the United States.” 
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It may be noted that the Treasury has presently outstanding one counter- 
vailing-duty order based on a multiple-currency system. This order relates to 
Uruguayan wool tops. 

2. Question. Should injury tests be included in section 303 and, if so, who should 
make the determination of injury? 

Answer. The Treasury has more than once proposed that an injury test be 
included in section 303. The last time this was done was in connection with the 
Customs Simplification Act of 1953. The proposal was made with a letter dated 
June 1, 1953, from H. Chapman Rose, who was Assistant Secretary of the Treas- 
ury before me, directed to the Honorable Daniel A. Reed, chairman, Ways and 
Means Committee. A copy of this letter, including the proposed amendment 
to the law, is set forth on page 42 of the hearings before the Ways and Means 
Committee, dated May 27, 1953. 

The Treasury’s proposals for inclusion of an injury test have met with no 
favor in Congress. Should favorable consideration be reasonably possible, the 
Treasury would in all probability renew the proposal. 

While there has been little or no discussion on the point, an argument can 
certainly be made that since the Tariff Commission has jurisdiction over injury 
determinations in dumping cases it should also have jurisdiction over injury de- 
terminations in countervailing-duty cases. 

3. Question. Do you consider it desirable to continue the division of responsibil- 
ity between Treasury and the Tariff Commission for findings of fair value and 
injury under the Antidumping Act, and, if so, why? 

Answer. Yes. 

The Treasury with its representatives overseas and its customs officials at 
stateside ports as well as its staff of trained men in Washington is in the best 
position to determine the intricate questions of pricing. The Tariff Commission 
with its broad experience in escape Clause and other similar investigations is in 
the best position to determine questions of injury. 

4. Question. Would it be feasible and desirable to have public reports on the fac- 
tors pertaining to administrative findings under the Antidumping Act and under 
section 308 of the Tariff Act, such as we have in escape clause cases? 

Answer. In fair-value considerations the only question to be resolved relates 
to price, which is a problem in arithmetic. Since the figures are ordinarily sub- 
mitted in confidence there would not usually be material which could be placed in 
a public report other than the price differential, which is a simple arithmetical 
conclusion. 

In countervailing-duty cases the decision whether or not there is a grant or 
bounty can ordinarily be fully described in a few words. The situation in re- 
gard to escape-clause determinations, with their full consideration of broad 
general economic problems and statistics as to industry, is quite different. 

As to whether there should be a public report on injury in dumping cases, I be- 
lieve that question should be answered by the Tariff Commission. 

5. Question. Regarding Treasury’s position that public hearings in antidump 
ing cases might result in disclosure of confidential information, hasn’t the Federal 
Trade Commission met and overcome an identical problem in administering the 
Robinson-Patman Act, which is also concerned with discriminatory pricing 
practices? 

Answer. Laying aside for the moment the differences between the aims and 
objectives of the Robinson-Patman Act and the Antidumping Act, I believe this 
question can best be answered by pointing out that there are many things which 
can easily be done when one deals with companies within the jurisdiction of the 
United States and when one is not concerned with reciprocal treatment of Ameri- 
can companies by foreign governments that cannot be done when the companies 
are outside the jurisdiction of the United States. 

6. Question. Should there be policy review by the President of the imposition 
of antidumping and countervailing duties, as there is in escape-clause cases? 

Answer. As of the moment my answer to this question is in the negaiive, 
although I suppose it is possible circumstances could arise to make Presidential 
review desirable. I assume there would be no consideration of Presidential re- 
view of countervailing duty cases unless an injury determination were required. 

7. Question. How many cases have been investigated by the Treasury in the 
past 10 years and in how many have sales below fair value been found? What 
has been the cost of administering the Antidumping Act in this period? 

Answer. In the past 10 years 126 dumping cases have been investigated. Of 
these 21 have been dismissed because of minimal importation, importations dis- 
continued or complaint withdrawn ; 84 because of no sales at less than fair value; 
19 because of no injury. In this last category are 6 cases decided in 1954 or there- 
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after in which there were determinations of sales at less than fair value. The 
remaining 13 were not processed to a final determination one way or the other 
as to sales at less than fair value because prior to the Customs Simplification Act 
of 1954 it was not necessary to reach a definite conclusion as to the fair value 
question before proceeding to a determination as to injury. There were, of course, 
determinations of sales at less than fair value also in the Swedish hardboard and 
British cast iron soil pipe cases, as to which dumping findings are outstanding. 

The cost of administering the Antidumping Act from October 1, 1946, to Decem- 
ber 31, 1953, is very roughly estimated at $47,000 in all, or $6,750 per year. 

Since January 1, 1954, the cost has been approximately $54,000 a year, not 
including two nonrecurring items—the services of Prof. John Perry Miller, direc- 
tor of graduate studies in economics, Yale University, in making a study of the 
concept of fair value, and the services of McKinsey & Co. in making a study of 
administration of the Antidumping Act. 

8. Question. Is the Treasury prohibited by law from giving import-valuation 
information to American industries for use in petitions for additions to the 
valuation list to be published by Treasury under the Customs Simplification Act 
of 1956? If so, of what practical use is the right of petition granted by the 
Customs Simplification Act of 1956% 

Answer. We believe that giving import-valuation information to American in- 
dustries in answer to their requests would not be consistent with the provisions 
of section 1905 of the Criminal Code (18 U. 8. C. 1905), which prevents any 
officer or employee of the United States or any department or agency thereof 
disclosing any information coming to him by reason of a report or record filed 
with the department which relates to the source of income, profits, losses, or 
expenditures of any person. 

Besides this, even if we were allowed by law to disclose the information, we 
would have a practically insurmountable administrative problem. Invoices are 
not indexed according to the article imported. To get all the information we 
were after, we would have to examine virtually every entry filed. But that 
would be only the first step. We would then have to proceed to get each entry 
reappraised, because the invoices do not disclose the basis on which final ap- 
praisement is made. It would be a hceculean task. 

Nevertheless, we believe that the right of petition is of substantial benefit 
to domestic industry. There is available the Bureau of Census publication 
FT-110 which gives information about the valuation of imports from each 
country in each schedule A import classification, and we understand that the 
Bureau of Census on a cost-paid basis would be prepared in many instances 
to try to give a more precise description of the different imports in each classi- 
fication. Moreover, since we realize that domestic industry does not have infor- 
mation about the actual valuation or basis of valuation of competitive imports, 
the Treasury will be prepared to accept and investigate complaints or petitions 
made on the basis of reasonable assumptions about the basis of appraisement and 
about probable changes in valuation because of the existence of certain trading 
practices or patterns in pertinent markets. We have already received communi- 
cations which furnish this kind of information. 

9. Question. Is the use of paper stickers to show the country of origin of 
chinaware as nearly permanent as the nature of the articles will permit, as pro- 
vided in section 304 of the Tariff Act? 

Answer. We believe the use of paper stickers to show the country of origin 
of chinaware is consistent with the provision of section 304 of the Tariff Act as 
interpreted by the courts. 

In considering this question, more than just one phrase of section 304 needs 
to be considered. Section 304 provides in pertinent part as follows: 

“* * * every article of foreign origin * * * imported into the United States 
shall be marked in a conspicuous place as legibly, indelibly, and permanently 
as the nature of the article * * * will permit in such manner as to indicate to an 
ultimate purchaser in the United States the English name of the country of origin 
of the article. The Secretary of the Treasury may by regulations— 

“(1) * * * prescribe any reasonable method of marking, whether by printing, 
stenciling, stamping, printing, labeling, or by any other reasonable method * * *.” 

It will be noted that the statute specifically authorizes the Secretary of the 
Treasury to prescribe marking by labels or by any other reasonable method. 

Moreover, it has been clear since the Gibson-Thomsen case decided by the Court 
of Customs and Patent Appeals in 1940 that under section 304 the marking 
requirements may be no more stringent than is necessary to indicate the country 
of origin to the ultimate purchaser. In general, the ultimate purchaser is the 
first person to acquire the imported article for use, consumption, or further 
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manufacture. The customs regulations specifically require that all paper sticker 
labels on chinaware must be fastened “so securely that unless deliberately 
removed they will remain on the chinaware while it is in storage or on display 
and until it is delivered to the purchaser at retail or other ultimate purchaser.” 

Although we are again reviewing our marking regulations in response to rep- 
resentations made to your committee and to the Treasury, it appears that our 
present regulations are consistent with the requirements that the marking be 
as legibly, indelibly, and permanently made as the nature of the article will 
permit, and as is necessary to indicate to the ultimate purchaser the country 
of origin. 

10. Question. Would a change from “ultimate” purchaser in section 304 to “pur- 
chaser at retail” be especially difficult to administer? 

Answer. The suggestion referred to would change section 304 as quoted above 
to read in pertinent part: 

“* * * every article of foreign origin * * * imported into the United States shall 
be marked * * * in such manner as to indicate to a purchaser at retail in the 
United States the English name of the country of origin of the article.” 

In many cases the difficulty presented is that there is no purchaser at retail 
of the imported article. The imported article ig purchased by a manufacturer or 
processor who uses it in the manufacture of a new and different article, which 
is then sold at retail. The suggested language would have no effect in such a 
case because there is no purchaser at retail of the imported article. 

If language were drafted which would require that every imported article be 
marked in such a manner as to come to the attention of any purchaser at retail 
of an article manufactured out of the imported article, it is likely that such a 
provision would be exceedingly difficult to administer in an equitable manner. 

11. Question. Might not the limitation on the President’s authority to increase 
tariffs on trade agreements items (50 percent of the 1949 rates) lead in the 
direction of import quotas? 

Answer. Elaborating on what was previously said on this question, it would 
appear from the past history of escape-clause actions that the present authority 
to raise the duty to protect American industry against injury caused by a reduc- 
tion of that duty through a trade agreement, has been sufficient within the limita- 
tion cited in the question to carry out the intent of Congress to protect American 
industry. Should, however, the limitation be insufficient to give protection to 
domestic industry, then it has been assumed that the President has authority, 
under section 5 of the Trade Agreements Act, to terminate any proclamation 
made pursuant to a trade agreement authorized under the act and thus restore 
the 1930 rate, without regard to the limitation of 5 percent of the 1945 act. 
The recent case of American Bitumuls € Asphalt Co. et al. v. United States (C. D. 
1799, August 24, 1956), if upheld, might restrict the Presidential authority to 
50 percent above the 1945 rate and could be construed to lead in the direction 
of import quotas. 

12. Question. Are there adequate procedures whereby views, suggestions, com- 
plaints, and so forth, of American industry and American businessmen can be 
expressed on the treatment of their exports, and whereby prompt reliable and 
adequate answers can be presented to them? 

Answer. Views, suggestions, and complaints of American industry and Ameri- 
can businessmen on the treatment of American exports are only infrequently 
expressed directly to the Treasury Department. Conmplaints on exports would 
more generally go either to the Committee for Reciprocity Information or to 
other departments of the Government. This Department will carefully study 
the record of your hearing to determine whether any practical improvement is 
feasible in this procedure outlined above. 

13. Question. Do you have any recommendations for changes in legislation 
within the purview of this subcommittee? 

Answer. In regard to dumping, we are now undertaking a comprehensive 
review of the Antidumping Act pursuant to section 5 of the Customs Simplifica- 
tion Act of 1956. Consultation with the Tariff Commission is underway. 

An example of the type of problem studied is the possibility of bringing the 
benchmark for dumping duties more nearly into line with the definition of fair 
value. This is touched upon in my opening statement to the subcommittee in 
somewhat greater detail. 

In regard to countervailing duties, you have suggested the possibility of 
including an injury test in section 303. I have indicated that should favorable 
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consideration by Congress seem possible the Treasury would in all probability 


renew this proposal. We have no other amendments to the countervailing duty 
law in mind at this time. 


We have no further suggestions at this time. 


Mr. Harrison. Mr. Secretary, before you go do you have today 
any recommendation as to legislation that you wish to submit to this 
committee ? 

Mr. Kenpauu. No; we do not and it is unfortunate that we do not 
and we are sorry, the reason being that we are putting all of our 
time insofar as legislation and customs are concerned on the pro- 
posals for the Antidumping Act amendments that I just spoke to you 
about. Then, of course, under H. R. 6040 we have these great lists 
of items and the values which would be changed by 5 percent or more 
under the 1954 measure which is taking a great deal of time. So, 
we do not at the moment have any legislation to reeoommend. There 
are some things which are being considered but I would not think 
that they are things that this committee would be interested in. 

Mr. Harrison. Those things which you are talking about do not 
come under the jurisdiction of this committee. 

Mr. Kenpatu. There are administrative measures, of course, always 
under consideration but none of them are firm enough to present to 
you at this time. 

Mr. Harrison. I did not hear you, Mr. Secretary. 

Mr. Kenpaut. There are of course, under consideration in a bureau 
as large as Customs administrative measures from time to time but 
none of them are sufficiently jelled so they could be presented to you 
at this time. 

Mr. Harrison. Well, we would be grateful if we could get any 
recommendations that you desire to make in order that they may go 
into our report and be considered by the full committee at the proper 
time. 

Mr. Kenpauu. We would be glad to do so. 

Mr. Harrison. I think probably it would expedite your legislation. 

I want to thank you very much, Mr. Secretary, for your cooperation 
with our committee in furnishing the information which you have 
given. 

Mr. Kenna. I appreciate very much having a chance to come up 
here, as always, sir. 

Mr. Harrison. Well, come back and we will be glad to see you, sir. 

At this point in the record we will insert a copy of countervailing 
duty orders under section 303, Tariff Act of 1930, outstanding as of 
September 28, 1956. 

(The material referred to follows :) 


COUNTERVAILING Duty OrDERS UNDER SEcTIoN 303, Tarirr Act or 1930, 
OUTSTANDING AS OF SEPTEMBER 28, 1956 
Australia : 
Sugar content of jam, canned fruit, condensed milk, confectionery, jelly 
crystals, cordials, and lemon peel. 
Butter. 
Fortified wines. 
Canada: 
Cheddar cheese. 
Blue vein cheese. 
Cuba: Cordage. 
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Denmark: Butter, not including direct shipments. 
Great Britain: 
Compounded spirits. 
Silk yarn, silk fabrics, and artificial silk fabrics. 
Refined sugar. 
Ireland: Plain spirits, compounded spirits, and wine spirits. 
Uruguay: Wool tops. 
Mr. Harrison. I understand that Mr. Prentice N. Dean is here 
and cannot be heard next week. ; 
We would be very happy to hear from you at this time, Mr. 
Dean. 


STATEMENT OF PRENTICE N. DEAN, ASSOCIATE CHIEF OF THE 
FOREIGN ECONOMIC POLICY BRANCH OF THE DEPARTMENT OF 
DEFENSE 


Mr. Dean. Mr. Chairman, it would be most inconvenient for me 
to be here on next Tuesday. 

Mr. Harrison. All right; we will hear you now and you may pro- 
ceed in your own way, sir. 

Mr. Dean. Thank you. Iam happy to be here. 

My name is Prentice N. Dean; I am Associate Chief of the Foreign 
Economic Policy Branch of the Department of Defense. I appear 
in response to a request of your committee that the Department of 
Defense supply a witness to give information with regard to the in- 
terrelations of the Department and the trade-agreements program. 
The Department of Defense is one of the agencies specifically named 
in the Trade Agreements Act, as amended, from which the President 
“shall seek information and advice” in connection with this program. 
By Executive order, the President established the Interdepartmenta! 
Committee on Trade Agreements to supply such information and 
advice, and the Committee for Reciprocity Information to hold pub- 
lic hearings and seek the views of interested parties. I have repre- 
sented the Department of Defense on these two committees since 
1948. 

(Juestions were asked at past hearings before the Ways and Means 
Committee with regard to the ways in which American businessmen 
and representatives of labor could express their views and supply 
pertinent information to the Department of Defense upon a tariff 
matter. The greatest volume and detail of information from these 
sources comes through the Committee for Reciprocity Information. 
A copy of every formal brief filed with that Committee and of every 
letter, congressional and industrial, sent to that Committee is supplied 
to and carefully considered by Defense. At the public hearings, those 
who appear are heard directly by the representatives of the depart- 
ments; questions can be asked; and a verbatim copy is available to 
refresh our memory at later times. Government commodity experts, 
such as those on the staffs of the Tariff Commission and of the De- 
partments of Commerce, Interior, Agriculture, and Defense, supply 
much valuable information acquired, in most cases, by direct contacts 
with American industry. These sources the Department of Defense 
has in common with the other agencies. 

In addition, many industries make direct contact with the De- 
partment of Defense by letter or by a call. Letters on tariff matters 
sent to the Secretary of Defense or other officials in Defense, Army, 
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Navy, or Air Force are referred to my office and are studied there. 
Information is the necessary raw material for an intelligent decision 
and the Department of Defense welcomes it at all times, particularly 
if it relates to the types and grades especially subject to international, 
domestic, or substitute competition; or to costs, prices, and market 
areas. 

In a department the size of the Department of Defense, it is neces- 
sary to formally specify the responsibilities of the various offices. 
Trade-agreement matters are assigned to the Office of the Assistant 
Secretary of Defense for International Security Affairs and Depart- 
ment of Defense Directive No. 2030.1, October 18, 1955, is concerned 
with the participation of the Department of Defense in the trade- 
agreements program. It gives the authority for such participation, 
lays down basic policy to govern the decisions which must be made, 
and provides the procedure by which a decision is reached within the 
Department for use in the interdepartmental committee, 

Your committee will probably be interested in more detail with 
regard to preparation for a tariff negotiation and how my Depart- 
ment determines whether its representative should vote in the Trade 
Agreements Committee to advise the President that a specific tariff 
rate should or should not be subject to negotiation and, if it is, what 
should be the limit of possible reduction. The directive referred to 
requires that the positions on all items of special interest to the Army, 
Navy, or Air Force be cleared with them. When negotiations are 
announced there is published the public list of items which may be 
considered. From it my office selects a much smaller list that i¢ 
considers to be of special interest to one or more of the military 
departments and hence, under the procedure specified in the direc- 
tive, subject to clearance. At the same time, the Army, Navy, and 
Air Force receive a copy of the public list itself so that they may add 
any items they desire to the clearance list. 

or each item cleared, a formal memorandum is prepared giving 
background statistical material, an analysis of the international com- 
petition in the item, and a suggested tentative position. As a result 
of the comments received from the military services, the tentative 
position is either confirmed, modified, or rejected and the final position 
which results is taken to the Trade Agreements Committee as the 
Defense position. On matters which are not of direct interest to the 
military departments, the representative votes after such consultation 
within the department as is desirable and always within the general 
policy guidance provided by the directive. 

A copy of the Defense directive referred to is supplied. 

(The Defense directive referred to is as follows :) 

October 18, 1955 
No. 2030.1 
DEPARTMENT OF DEFENSE DIRECTIVE 
ae Participation of the Department of Defense in the Trade Agreement 
-rogram., 
Retwenent: (a) The Trade Agreements Act of 1934 (48 Stat. 943), as extended 

and amended. 

(b) Trade Agreements Extension Act of 1954 (Public Law 464, 83d 
Congress ; 68 Stat. 360). 

(c) Trade Agreements Hatension Act of 1955 (Public Law 8&6, 84th 
Congress). 

(d) Executive Order 10082 of October 5, 1949. 

(e) DOD Directive No. 5132.2, April 26, 1954, as amended. 


] 
; 
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I. Purpose 


The purpose of this Directive is to reissue within the Department of Defense 
Directives System the policies for general guidance of the Defense representation 
on the Interdepartmental Trade Agreements Committee and the Committee for 
Reciprocity Information concerning participation of the Department of Defense 
in the Trade Agreements Program. 


IT. Background 


A. The basic law (reference (a)) authorized the President to enter into trade 
agreements with foreign governments, in which, among other things, changes in 
existing U. S. tariff duties and other important restrictions under certain specified 
limitations might be made as were appropriate for the purpose of expanding 
foreign trade. The authority in this basic law was for three years. It has been 
extended from time to time as follows: 1937 (50 Stat. 24) for 3 years; 1940 
(54 Stat. 107) for 3 years; 1943 (57 Stat. 125) for 2 years; 1945 (59 Stat. 410) 
for 3 years; 1948 (62 Stat. 1053) for 1 year; 1949 (63 Stat. 697) for 3 years from 
1948; 1951 (65 Stat. 72) for 2 years; 1953 (67 Stat. 472) for 1 year; 1954 (68 
Stat. 360) for 1 year; and 1955 (reference (c)) for 3 years. 

B. The current authority (reference (c)) extends to June 30, 1958. 

C. The law (reference (a) ) in Sec. 3 (c) specifically names the Department of 
Defense as one of the agencies from which the President “shall seek information 
and advice” in connection with this program. 

D. The Extension Act of 1954 (reference (0b) ) specifically provided “no action 
shall be taken to decrease the duty on any article if the President finds that such 
reduction would threaten domestic production needed for projected national 
defense requirements.” Section 7 of the Extension Act of 1955 (reference (c) ) 
provides for advice to the President from the Office of Defense Mobilization if 
imports of any article threaten the national security. 

EB. The executive order (reference (d)) established (1) the Interdepartmental 
Committee on Trade Agreements to supply information and advice to the Presi- 
dent, and (2) the Committee for Reciprocity Information to hold public hearings 

nd seek the views of interested parties. The present Defense representative 
and alternate to these two committees were designated by the Secretary of 
Defense in 1948. 

¥. This function, with the exception of Section 2b (added by Section 7 of the 
Extension Act of 1955), is among the responsibilities of the Assistant Secretary 
of Defense (International Security Affairs), generally assigned by reference (ce). 
Other elements of the Office of the Secretary of Defense, particularly the Office 
of the Assistant Secretary for Supply and Logistics, are advised and consulted. 
The Assistant Secretary of Defense (Supply and Logistics) will be responsible 
for Defense coordination with the Office of Defense Mobilization under Section 
2b, with the advice and assistance of other secretariats. 


III. Policy 


A. The following policies, established for the general guidance of the Defense 
representative on the Interdepartmental Trade Agreements Committee are con- 
tinued in effect: 

1. Where United States supplies of a strategic and critical material are inade- 
quate or there is need to conserve dwindling domestic reserves, reductions in the 
United States tariff are desirable and attempts to secure additional export markets 
are undesirable. 

2. The tariff protection enjoyed by a domestic industry essential to military 
security should not be reduced if that action is likely to impair its strength to 
meet actual or potential vital requirements. 

3. No export market should be sought for strategic items in areas to which 
export shipments are controlled for security reasons. 

4. Where the special situations (covered by 1, 2, and 3 above) do not apply, 
the aim should be to strengthen the general economies of the United States and 
of countries friendly to the United States to which the United States must look 
for supplies and support in time of war. 


IV. Procedure 


A. Each of the military departments shall maintain a point of contact within 
its department through which the Defense representative on the Trade Agree- 
ments Committee will ascertain what questions are of special interest to it and 
through which the position of that department on such questions can be deter- 
mined. The names, room numbers, and telephone numbers of these contacts shall 
be communicated to the Office of Foreign Military Affairs, Office of the Assistant 
Secretary of Defense (International Security Affairs). 
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B. On questions not notified to the Department of Defense as of special interest 
to one or more of the military departments, the Defense position will be deter- 
mined within the Office of the Secretary of Defense. 

©. If it is necessary for the Department of Defense to exercise its right of a 
formal appeal to the President against a position taken by the Trade Agreements 
Committee, this action shall be taken by the Assistant Secretary of Defense (Inter- 
national Security Affairs) or his duly designated subordinate. 


V. Representation on committees 

A. The future designation of Defense representatives on any committees con- 
cerned with the Trade Agreement Program, provided for by executive order, shall 
be made by the Assistant Secretary of Defense (International Security Affairs). 


Bb. Defense representation on any subcommittees set up under the Trade Agree- 


ment Program shall be designated by the Defense member of the Trade Agree- 
ments Committee. 


C. E. Witson, Secretary of Defense. 

Mr. Harrison. Thank you very much, sir. 

Mr. Dean, the members of the staff would like to ask you a few 
questions. 

Mr. E. Martin. Mr. Dean, do you think the escape-clause legislation 
as presently worded is appropriate ? 

Mr. Dean. Mr. Martin, is this the same list of questions which you 
asked of Mr. Corse ? 

Mr. E. Martin. Yes, sir. 

Mr. Dean. I listened to them very carefully, Mr. Martin, when you 
asked them of him. I would say, in general, with one minor excep- 
tion, I do not have the answer to your questions, and I would say in 
general that they are questions upon which my Department probably 
would not want to take an official position since they would concern 
other agencies of the Government much more directly than they would 
our own agency. The one exception to the questions on which I do 
have some information is the one in which you asked whether or not 
it would be appropriate for the Tariff Commission to consider many 
other aspects beyond that of injury. On that particular question, or 
on part of it, Mr. Corse suggested that probably it would not be appro- 
priate for them to consider questions of security. 

In some of the escape-clause reports, that the Tariff Commission 
has made, they have stated that questions of security were raised by 
some of the witnesses but that they did not feel it was appropriate 
for them to pass on them, and with this opinion of the Tarif Commis- 
sion my Department agrees. 

Mr. E. Martrn. You mean under the law as it existed at the time 
or as a matter of policy ? 

Mr. Dean. As a matter of policy. I do not think the law specifies. 

Mr. E. Martin. Does your Department, in advising the President 
on escape-clause matters, feel itself precluded from advising on the 
question of whether there is serious injury to American industry ? 

Mr. Dean. I do not believe it would feel itself precluded if it had 
a worthwhile opinion. As a matter of practice, 1 do not remember 
that it has ever commented on that phase unless the report of the 
Tariff Commission had a majority and minority opinion in which 
the Commissioners themselves did not agree on that factor. In such 
case my Department has in the past offered advice through the 
Bureau of the Budget as to which group it thought had the better 
argument. 

Mr. E. Martin. So you think it quite competent for the Depart- 
ment of Defense in some cases to advise the President whether there 
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is injury but you do not think it competent for the Tariff Commission 
to advise the President on the relationship of the particular situation 
to defense problems. 

Mr. Dean. I would rather put it that Defense has not felt abso- 
lutely precluded from discussing the injury aspect. However, the 
general tenor of the comments of the Department of Defense have 
been, not to emphasize the injury angle, but to give its advice on 
balance of a nah of different aspects. 

I may say, also, that in a great many cases we have specifically 
commented that we thought that the injury finding was sound, but, 
whether or not that is the case, the general tenor of our comment 
has been that taking into account this and this and this that on balance 
we advise the President in such and such a way. 

Mr. E. Martin. Thank you. 

Mr. Harrison. With reference to the questions that Mr. Martin 
was prepared to ask, they will be placed in the record with the re- 
quest that the Department of Defense file answers to such questions 
as may cover its field of activity. The Department has a list of 
questions. 

(Information referred to follows :) 


ASSISTANT SECRETARY OF DEFENSE, 
INTERNATIONAL SECURITY AFFAIRS, 
Washington, D. C., October 15, 1956. 
Hon. Hae Boaes, 
Chairman, Subcommittee on Customs, Tariffs, and Reciprocal Trade 
Agreements, Committee on Ways and Means, House of Representatives. 


Dear Mr. Boaas: When Mr. Prentice N. Dean of my staff testified before the 
Subcommittee on Customs, Tariffs, and Reciprocal Trade Agreements on Sep- 
tember 28, 1956, he was supplied a list of questions (Nos. 1 through 7) entitled 
“Questions To Ask Representatives of Each Department,” which were to be placed 
in the record with the request that the Department of Defense file answers to 
such questions as may cover its field of activity. The questions deal either with 
changes in present laws or with changes in procedure. 

I am sure I need not emphasize that the Department of Defense has an active 
interest in the continuation and success of the trade agreement program, as 
evidenced by testimony of the Secretary of Defense and myself before the Com- 
mittee on Ways and Means on other occasions. In response to the matter at 
hand, however, it is my feeling that all things considered, it would be more appro- 
priate if specific comment and recommendations for changes in the law or basic 
procedure were to come from the administration as a whole rather than from 
a particular department. I have, nevertheless, had prepared and am attaching 
some comments of my staff on the areas with which your questions deal. Al- 
though these cannot be taken as official positions of the Department of Defense, 
I hope that they will be helpful to your committee. 

Sincerely yours, 
. Gorpon GRAY, 
Assistant Secretury of Defense (ISA). 


DEPARTMENT OF DEFENSE STAFF COMMENT ON QUESTIONS ASKED BY STAFF OF THE 
SUBCOMMITTEE ON CUSTOMS, TARIFFS, AND RECIPROCAL TRADE AGREEMENTS 


1. The wording of the escape clause in the law should specify the different 
things that the Tariff Commission should take into account in determining 
serious injury. To attempt to tie down the Tariff Commission more than that 
might be helpful to some industries seeking relief and harmful to others where 
the circumstances are different. Basically, the facts are only occasionally so 
clear cut that the conclusion of the Tariff Commission is inescapable; in most 
cases the good judgment of the Commission in analyzing and appraising those 
facts is the important thing. 

2. To decrease the time between the recommendation of the Tariff Commission 
and the.determination of the President is desirable, when possible. However, 
to'require this to be done in less than 60 days in every case would not be wise. 
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3. The President should have the final word in determining escape-clause 
action. Only he can pull together all of the factors that must be considered 
and take the responsibility of saying which of these factors must be given the 
greatest weight in a particular case. 

4. The Tariff Commission is most useful in the field of determining injury, 
where its responsibility now lies; in other areas it could not serve so compe- 
<A limitation on the President’s authority to increase tariffs on trade agree- 
ment items might lead to quotas in some cases. In that connection, if relief is 
sought from a trade agreement reduction, should not the relief be limited to not 
more than reversion to 1930 rates; use of a quota is more drastic than such 
"ee. There are at present adequate procedures where views on export treatment 
can be submitted, perhaps wider diffusion of knowledge on these channels is 
needed. Prompt settlement of complaints is another thing; since another nation, 
often reluctant to act, is involved. To achieve remedial action by diplomatic 
representation or by appeal through GATT (General Agreement on Tariffs and 
Trade) is likely to take time and not always be possible. 

Mr. Harrison. Mr. Morrison? 

Mr. Morrison. Mr. Dean, pursuing this question you did undertake 
at least to comment upon, what is the relation of the Department of 
Defense to the ODM under the defense security provision? I think 
that is the term that will identify it for you. 

Mr. Dean. Of the authority which is specifically assigned to the 
ODM in the latest revision of the law the Department of Defense is 
one of the agencies which the ODM consults. The Department of 
Defense, however, still would, I say, have considerable direct juris- 
diction upon security matters that are not specifically provided for 
in that procedure and the Department of Defense does in the consid- 
eration of the items considered for a trade agreement consider it its 
duty to inform the committee of what the Department of Defense 
feels to be any special security angles to that consideration. If it got 
outvoted on such a question, it would consider it its duty to file a for- 
mal dissent with the President on that particular point, as it has the 
right to do under the procedure set up. 

Mr. Morrison. Now, if the Tariff Commission were given the re- 
sponsibility to which Mr. Martin refers, namely to report on all as- 
pects of escape clause cases, there would be nothing to preclude the 
Commission from getting the evaluations of other agencies, would 
there? That is, they would not have to depend on their own informa- 
tion solely. 

Mr. Dean. No, Mr. Morrison, I think you are correct. If the law 
was so changed, however, so that they did pass upon security matters, 
I would think that the procedure would have to be arranged in such 
a way so that, either the Tariff Commission simply took the say-so 
of agencies, such as the Department of Defense, testifying on the 
security aspect, or else they would have to set up some kind of a pro- 
cedure under which they could take classified testimony and guard it 
very carefully. I do not think that the Tariff Commission would find 
that an easy procedure. 

Mr. Morrison. Of course, is this not a characteristic of all govern- 
ment that involves collaboration of numerous people that they have 
to depend on others for certain types of evaluation / ? 

Mr. Dean. I do not think I quite made myself clear. If the item 
that was being considered involved a relationship to a new classified 
weapon, for instance, and the Tariff Commission was going to make 
inal passage on the matter, I think they would have to either accept 
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the opinion of the Department of Defense as to what would be the 
effect—if the effect would be bad, perhaps—or else if they were going 
to seek the reasons, they would get into fields which would have real 
difficulty because of classification of the information. Information 
of that type is not generally available to all members of the Depart- 
ment of Defense. It is very highly classified. 

Mr. Morrison. Is that not precisely the situation of the Secretary 
of Defense that he has to depend upon the evaluation of the people 
who know about these things? 

Mr. Dean. I should think so. 

Mr. Morrison. Thank you. 

Mr. Harrison. Mr. Dean, are there any recommendations which 
you desire to submit today on behalf of the Department of Defense 
to this committee in regard to legislative matters within its juris- 
diction ? 

Mr. Dean. I did not understand. 

Mr. Harrison. Are there any recommendations which you desire 
to submit to this committee on any matter within its legislative juris- 
diction ? 

Mr. Dean. No, sir. 

Mr. Harrison. Thank you very much for your appearance and the 
information you have given the committee. 

Mr. Dean. Thank you particularly for taking me today. 

Mr. Harrtson. I was glad to do that, sir. 

The committee will stand adjourned until Tuesday at 10 a. m. 

(Whereupon, at 4:40 p. m. the committee recessed to reconvene at 
10 a. m., Tuesday, October 2, 1956). 

x 
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